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Calculating  Machines  and  Instruments.—  Intro- 
ductory.— The  labour  involved  in  performing  long  calculations  has  at  all 
times  been  felt  irksome.  It  is  frequently  a  purely  mechanical  process, 
requiring  no  skill,  but  only  accuracy.  Hence  a  great  deal  of  ingenuity  and 
perseverance  have  been  devoted  to  the  design  and  perfecting  of  machines 
which  will  do  the  work  accurately  and  quickly,  and  so  save  a  great  deal 
of  mental  fatigue.  With  this  one  end  in  view  a  great  number  of  machines 
and  instruments  have  been  invented,  involving  the  application  of  widely 
different  principles.  They  also  differ  very  much  in  respect  to  their  applica- 
bility to  the  kind  of  calculation  to  be  performed,  and  also  in  regard  to 
the  degree  of  accuracy  that  is  desired.  With  a  true  calculating  machine 
perfect  accuracy  is  obtained  with  a  minimum  of  mental  exertion  on  the 
part  of  the  operator.  In  others  the  accuracy  is  only  perfect  within  certain 
limits,  and  a  considerable  amount  of  careful  guidance  is  required.  The 
arithmometer  is  a  true  calculating  machine,  while  the  slide  rule  belongs 
to  the  other  class,  and  may  be  looked  on  as  an  aid  to  calculation. 

The  earliest  example  we  have  of  any  such  appliance  is  due  to  Napier 
of  Merchiston.  In  1617  he  published  his  Rabdologia,  in  which  he 
describes  a  method  of  using  certain  rods  for  the  purpose  of  performing  the 
operations  0/  multiplication  and  division.  These  were  commonly  known 
as  Xapier's  bones  (ossa).  They  were  rectangular  slips  of  wood,  ten  in 
number,  figured  on  each  of  the  four  faces  with  digits  and  multiples  of  the 
digits.  They  are  only  of  antiquarian  interest  now,  but  it  should  not 
be  forgotten  that  they  were  welcomed  by  the  mathematicians  of  the 
time — more  warmly,  indeed,  than  the  logarithms  that  preceded  them 
[1614). 

The  name  of  Edmund  Gunter,  Professor  of  Astronomy,  Gresham 
College,  London,  is  associated  with  a  number  of  different  measuring 
appliances,  such  as  the  Gunter  surveying  chain  and  Gunter's  scales.  In 
1620  he  added  to  his  scale  a  logarithmic  line,  sometimes  called  the  line  of 
lines,  and  line  of  numbers.  This  resembled  the  scale  of  the  slide  rule,  but 
it  was  necessary  to  employ  a  pair  of  compasses  in  making  use  of  it.  This 
line  is  still  included  in  some  scales,  sectors,  etc. 
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Calculating  machines  had  been  devised  by  Pascal  (1642)  and  Leibnitz 
(1671),  but  the  first  really  important  machine  of  the  kind  is  that  invented 
by  Charles  Babbage.  He  himself  called  it  a  difference  engine,  because  it 
was  intended  to  calculate  tables  of  numbers  by  method  of  differences.  It 
was  not  intended  to  work  out  sums,  but  to  calculate  numerical  tables  such 
as  logarithms — the  processes  employed  being  those  of  successive  additions 
or  subtractions.  The  mechanism  entirely  consisted  of  wheel  gearing,  and 
it  was  actuated  by  a  handle.  Later  he  designed  a  new  machine  —  the 
analytical  engine — which  was  intended  to  supersede  the  first,  and  was 
designed  to  solve  problems  at  the  direction  of  the  operator.  For  this 
machine,  however,  the  designs  were  not  complete  at  his  death,  nor  did  he 
leave  any  working  drawings.  The  machine,  however,  was  one  of  much 
wider  powers  than  those  of  the  arithmometer,  which  resembles  Babbage's 
machines  in  some  respects.  This  instrument,  as  well  as  the  slide  rule, 
deals  only  with  arithmetical  numbers :  the  slide  rule  multiplies  and 
divides  correctly,  but  does  not  add  or  subtract ;  the  arithmometer  adds 
and  subtracts,  but  multiplies  and  divides  only  indirectly.  Quite  lately 
very  ingenious  machines  have  been  devised  and  perfected  which  not  only 
add  and  subtract  arithmetical  numbers,  but  also  are  able  to  add  and 
subtract  money  columns.  The  useful  application  of  such  a  machine 
cannot  well  be  overrated.  The  "  carrying  "  of  farthings,  pence,  and  shillings 
is  automatically  done,  while  the  operator  has  extremely  simple  adjustments 
and  motions  to  make.  In  some  of  these  machines,  during  an  addition,  the 
total  is  shown  in  dials  at  each  instant ;  in  others  the  sums  added  are  type- 
written, and  the  total  only  taken  and  written  at  the  end  of  the  whole 
operation. 

These  machines  are  designed  in  a  totally  different  way  from  the  arith- 
mometer, and  are  not  an  adaptation  of  that  machine. 

There  are  thus  three  classes  of  instruments  or  machines  which  may 
be  taken  advantage  of  in  working  out  arithmetical  problems : — 

(1)  The  Slide  Eule. 

(2)  The  Arithmometer. 

(3)  The  Adding  Machine  for  numbers  or  money  additions. 

The  fact  that  all  these  are  in  demand  daily  indicates  that  each  has  its 
own  special  use,  and  it  will  be  found  that  each  is  more  popular  in  certain 
businesses.  The  Slide  Rule  has  a  wide  application  to  all  problems  in  which 
minute  accuracy  is  neither  required  nor  desirable.  With  engineers  and 
architects  it  is  exceedingly  popular,  since  approximate  values  and  quantities 
are  very  rapidly  worked  out  by  it.  The  larger  rules  are  recommended  to 
actuaries  and  statisticians.  It  will  be  shown  later  that  a  high  enough 
degree  of  accuracy  for  most  calculations  may  be  obtained  —  absolute 
accuracy  of  1010o  and  a  near  approximation  of  To-g-o  -$■ 

The  Arithmometer  is  specially  useful  where  large  or  inconvenient 
numbers  have  to  be  handled.  It  is  easy  to  mark  off  the  decimal  places. 
Percentages  are  simply  taken.  Accuracy  to  a  large  number  of  decimal 
places  can  be  obtained  when  required.  It  is  employed  extensively  in 
insurance  offices,  Government  offices,  by  institutes  and  societies,  private 
firms  and  individuals,  in  scientific  laboratories,  etc.,  etc. 

The  Adding  Machine  is  of  very  great  value  in  any  business  house,  and 
is  to  be  found  in  use  nowadays  in  every  country  and  in  almost  every  large 
town.  It  is  of  special  value  to  bankers,  to  all  large  business  houses,  to 
insurance  offices,  etc.  The  fact  that  the  work  it  does  is  absolutely  reliable, 
and  that  it  can  be  manipulated  with  the  greatest  facility  by  any  boy  or 
girl,  is  quite  enough  to  recommend  it. 
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The  relative  popularity  of  any  of  these  machines  will  depend  upon  the 
advantage  to  be  gained  by  its  use,  and  at  the  same  time  upon  its  cost. 
That  the  high  cost  of  some  of  these  machines  is  quite  outweighed  by  the 
advantageous  results  is  very  clear  from  the  very  large  number  employed 
in  individual  firms  and  houses. 

The  Slide  Eule. — This  instrument  is  simply  an  extension  of  the 
principle  introduced  in  Gunter's  logarithmic  line.  It  depends  entirely 
upon  the  fact  that  by  addition  or  subtraction  of  logarithms  the  product 
or  quotient  of  numbers  is  to  be  obtained,  and  the  addition  is  performed 
in  a  very  simple  mechanical  way. 

Let  two  slips  of  paper  be  taken  and  divided  equally  and  similarly  into 
ten  parts  each.  Let  one  of  these  be  lettered  A  and  the  other  B  (see  Fig.  1). 
If  these  be  placed  alongside  then  corresponding  figures  will  coincide.     If, 
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Fig.  1. 


however,  B  be  moved  to  the  right  until  0  on  B  coincides  with  3  on  A,  it 
will  be  seen  at  once  that  each  figure  on  A  is  greater  by  3  than  the 
coinciding  figure  on  B.  By  this  means  is  obtained  the  addition  of  3  to 
each  number  on  B.  At  the  same  time,  each  figure  on  B  is  less  by  3  than 
the  figure  with  which  it  coincides  on  A,  and  thus  the  subtraction  of  3 
from  each  number  on  A  is  obtained.  This  latter  process  will  be  better 
shown  by  moving  B  to  the  left  until  0  on  A  coincides  with  3  on  B.  In 
both  cases  there  is  a  constant  difference  of  3. 

If  scale  B  be  reversed  and  inverted  and  arranged  as  shown,  it  will  be 
seen  that  the  sum  is  constant  and  equal  to  7  (see  Fig.).  At  the  same 
time,  it  follows  that  the  difference  between  7  and  any  number  on  B  is 
given  opposite  that  number  on  A. 

If  the  logarithms  of  simple  numbers  are  considered,  and  if  the  divisions 
on  A  and  B  are  taken  as  decimal  values  up  to  1*00,  a  logarithmic  scale  may 
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be  constructed.  The  common  logarithms  of  numbers  are — log.  1  =  0*000,  log. 
2  =  0-301,  log.  3  =  0*477,  etc.  These  values  may  then  be  marked  off  on  A 
and  B,  as  shown  in  the  figure,  in  which  the  dotted  lines  give  the  equal 
divisions  (see  Fig.). 

Taking  A  and  B  in  the  position  shown,  where  1  on  B  coincides 
with  2  on  A,  it  will  be  seen  that  now  each  number  on  A  has  twice 
the  value  of  the  coinciding  number  on  B — that  is,  the  operation  of 
multiplication  by  2  has  been  performed.  At  the  same  time,  also,  the 
value  of  each  number  on  B  is  one-half  of  the  value  of  the  coinciding 
number  on  A. 

The  common  slide  rule  which  is  constructed  on  this  principle  is  made 
of  wood,  about  ten  inches  in  length.  It  carries  two  sets  of  logarithmic 
scales,  that  is,  four  scales  altogether,  viz.  A,  B,  C,  and  D.  B  and  C  are 
graduated  on  a  moving  piece  which  slides  in  grooves  between  A  and  D, 
which  are  graduated  on  the  rule.  The  scales  A  and  B  are  alike,  and  are 
contained  twice  in  the  length  of  the  rule.  The  scales  C  and  D  are  alike, 
and  are  contained  only  once  in  the  length  of  the  rule,  and  the  divisions 
in  them  are  thus  twice  the  length  of  the  divisions  in  A  and  B.  Hence, 
by  reading  across  from  D  to  A  the  squares  of  the  numbers  lettered  on  D 
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are  found  on  A.  To  facilitate  reading  the  scale  carries  a  cursor  which 
enables  the  operator  to  read  more  correctly  across  the  scales,  and  also  to 
register  a  temporary  result  when  the  process  is  being  continued.     Usually 

7T  and  -  are  lines  marked  upon  the  rule.     On  the  edges  of  the  rules  are 

scales  of  centimetres  and  millimetres,  as  well  as  on  the  rule  under  the 
slide.  The  other  side  of  the  slide  carries  a  scale  of  equal  parts,  and  also 
scales  to  give  the  logarithms  of  sines  and  tangents. 

The  correct  value  of  any  reading  depends  on  that  given  to  the  index 
figure  1  on  the  left.     This  may  be  any  multiple  of  10,  integral  or  decimal. 

Either  pair  of  scales  may  be  used  for  arithmetical  purposes.  The 
operations  which  may  be  performed  are — 

(1)  Proportion. — In  whatever  position  the  scales  may  be  placed  rela- 
tively to  one  another,  the  divisions  which  coincide  always  represent  a 
series  of  proportionals.  In  any  example  we  would  have  three  terms  given 
and  seek  the  fourth.  In  multiplication  and  subtraction  one  of  these  terms 
would  always  be  unity ;  thus 

1 :  a : :  h :  x,  that  is,  x  =  a  x  h, 
and  a:b::x:lf  that  is,  x  =  a  +  b. 

To  find  a  fourth  proportional  set  the  first  term  on  the  C  scale  to  the 
second  on  the  D  scale,  and  opposite  the  third  on  the  C  scale  read  the 
fourth  on  the  D  scale. 

(2)  Multiplication. — Applying  the  above  rule,  set  the  index  of  the  C 
scale  to  one  of  the  factors  on  the  D  scale,  and  under  the  other  factor  on 
the  C  scale  find  the  product  in  the  D  scale. 
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If  the  product  is  read  off  the  slide  projecting  to  the  left  the  number  of 
digits  in  the  product  is  equal  to  the  sum  of  the  digits  in  the  two  factors. 
Lt'  the  slide  projects  to  the  right  the  number  of  digits  is  equal  to  the  sum 
of  the  digits  in  the  two  factors  less  one. 

(3)  Division. — Set  the  divisor  on  C  opposite  the  dividend  on  D  and 
road  the  quotient  on  D  opposite  the  index  of  C.  When  the  result  is 
obtained  with  the  slide  projecting  to  the  left  the  number  of  digits  in  the 
result  is  found  by  subtracting  the  number  of  the  digits  in  the  divisor  from 
the  number  of  those  in  the  dividend.  If  the  slide  projects  to  the  right  add 
one  to  the  difference. 

(4)  To  find  the  cube  of  a  number,  set  the  left  or  right  hand  index  of 
C  to  the  given  number  on  D,  and  opposite  the  given  number  on  left  hand 
B  scale  read  the  required  cube  on  the  A  scale. 

(5)  To  find  the  cube  root :  this  is  the  converse  of  last  process.  Move 
the  slide  from  right  to  left,  or  vice  versa,  until  under  the  number  on  A  is 
found  a  number  on  the  left  hand  B  scale  which  is  identical  with  the 
number  found  simultaneously  on  the  D  scale  opposite  the  index  of  C.  This 
number  is  the  cube  root. 

This  form  of  slide  rule  is  made  by  Tavernier-Gravet,  Paris,  and  may 
be  obtained  up  to  half  a  metre  in  length.  Improved  forms  are  manu- 
factured with  white  celluloid  facing,  with  transparent  cursor,  etc. 

The  Fuller  Slide  Bule. — In  this  rule  we  have  a  scale  which  has  been 
prepared  in  exactly  the  same  way  as  in  the  Tavernier-Gravet  rule.  The 
scale  in  the  other,  however,  is  extremely  short,  and  it  is  chiefly  useful 
where  extreme  accuracy  is  not  required.  In  all  cases  in  which  the  data 
is  not  very  exactly  known  an  approximate  result  is  quite  sufficient.  In 
Fuller's  rule  this  objection  has  to  a  large  extent  been  overcome.     The 
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larger  size  is  equivalent  to  a  slide  rule  83  feet  long,  while  a  smaller  has  a 
scale  200  inches  long. 

In  this  rule  the  logarithmic  scale  is  wound  as  a  spiral  upon  a  hollow 
cylinder  (d),  which  can  be  moved  up  and  down  and  turned  round  its  axis 
upon  another  cylinder  (/),  to  which  is  attached  a  handle  (<?).  Also  fixed 
to  the  handle  is  an  index  (b).  A  third  cylinder  {g)  slides  freely  within  the 
cylinder  (/),  and  it  carries  two  indices  (a)  and  (c)  whose  distance  apart  is 
the  axial  length  of  the  complete  spiral.  It  is  thus  possible  to  arrange  the 
indices  in  any  position  whatever  relatively  to  the  scale  (d). 

There  is  a  scale  (jn)  of  equal  parts  around  the  cylinder  (d),  and  another 
scale  (n)  of  equal  parts  on  the  index  bar.  The  scale  reads  from  100  to 
1000  by  primary  divisions  of  1.  Each  of  these  as  far  as  650  is  divided 
into  ten  parts,  and  from  that  point  to  1000  into  five  parts.  Thus  all 
numbers  of  four  places  are  either  shown  upon  the  scale,  or  are  midway  be- 
tween two  marks :  thus,  9324  is  on  the  scale,  but  9325  is  midway  between 
9324  and  9326.  In  the  portion  of  the  scale  where  the  divisions  are  larger 
one-tenth  of  a  division  may,  with  practice,  be  estimated  very  accurately : 
thus  3264  may  be  read  directly,  and  32646  read  by  estimating  6  tenths. 
The  number  read  will,  of  course,  vary  in  amount  according  to  the  position 
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of  the  decimal  point,  thus  the  same  number  represents  326-46,  -32646, 
•032646,  etc.,  etc. 

There  are  rules  given  which  enable  the  number  of  digits  to  be  deter- 
mined, but  in  most  cases  this  may  be  decided  simply  by  inspection.  The 
method  of  using  the  instrument  very  much  resembles  that  given  for  the 
straight  rule. 

Multiplication. — To  find  the  product  of  x  x  y:  hold  the  handle  in  the 
left  hand  and  manipulate  the  scale  and  indices  with  the  right. 

1.  Bring  the  number  x  on  the  scale  to  the  fixed  index  (b). 

2.  Set  the  index  (c)  to  100  on  the  scale. 

3.  Bring  the  number  y  on  the  scale  to  the  index  (a)  or  (c). 
Bead  the  product  at  (&). 

It  will  be  observed  that  during  operation  2  the  index  (b)  remains  at  x, 
and  that  when  (c)  is  set,  a  length  of  the  spiral  from  100  to  x  and  equal  to 
the  log  of  x,  is  marked  off  between  the  indices  (c)  and  (b).  By  the  third 
operation  a  length  of  the  spiral  equal  to  the  log  of  y  is  added  to  the  log  of 
x,  and  consequently  the  log  of  the  product  is  to  be  found  at  (b). 

If  the  operation  is  continued  to  find  the  product  of  x  x  y  x  z,  then 

4.  Set  index  (c)  to  100. 

5.  Bring  number  z  to  index  (a)  or  (c),  and  read  the  product  at  (b). 
This  is  simply  an  extension  of  the  first  processes,  and  may  be  continued 
without  limit  to  find  the  product  of  any  number  of  factors. 

The  cylinders  (d)  and  (/)  are  of  papier-mache',  and  (/)  carries  the  rules 
for  the  numbers  of  figures  in  the  products,  etc.,  several  tables  of  conversion 
multipliers,  constants,  etc.,  all  of  which  are  extremely  convenient  for  refer- 
ence, and  help  to  simplify  the  calculations  performed. 

Division. — To  divide  x  by  y — 

1.  Bring  number  x  to  index  (b). 

2.  Set  index  (a)  or  (c)  to  y. 

3.  Bring  100  to  (c). 
Bead  quotient  at  (b). 

To  find  the  quotient  of     — ^ 

1.  Bring  number  x  to  index  (b). 

2.  Set  index  (a)  or  (c)  to  z. 

3.  Bring  number  y  to  (a)  or  (c). 
Bead  the  quotient  at  (b). 

These  examples  show  clearly  that  it  is  possible  to  carry  out  an  operation 
in  which  there  may  be  a  large  number  of  factors  in  both  the  numerator  and 
the  denominator. 

Powers. — If  logarithms  were  employed  the  logarithm  of  the  number 
would  be  multiplied  by  the  power.  To  find  the  value  of  4  to  the  twelfth 
power,  set  the  upper  movable  index  to  the  number  400.  Bead  on  the  scale 
(n)  the  number  cut  by  the  highest  line  of  the  spiral.  This  is  found  to  be  *60. 
The  index  bar  (n)  cuts  the  scale  (m)  at  -00206.  The  sum  of  these  values  is 
•60206,  which  is  the  logarithm  of  4.  This  multiplied  by  12  gives  7'22472. 
Now  read  -22  on  the  scale  (n)  where  it  intersects  the  highest  line  of  the 
spiral,  at  the  same  time  reading  -00472  on  scale  (m). 

The  index  (c)  will  now  read  16777,  and  since  there  must  be  8  places, 
the  result  is  16777000.  By  arithmetic  the  result  is  absolutely  16777216 : 
the  difference  indicates  the  proportion  of  error. 

Boots. — To  obtain  the  value  of  ?/729 :  set  the  index  (c)  to  729  on  the 
spiral.  The  scale  (%)  is  cut  by  the  highest  line  of  the  spiral  at  "86,  and  the 
scale  (m)  at  -0028,  hence  '8628  is  the  mantissa  of  the  logarithm  729,  and 
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its  index  is  2.  Divide  2*8628  by  6,  giving  -47712  nearly.  Set  scale  (w)  so 
that  the  top  line  of  the  spiral  cuts  it  at  -46,  while  the  bar  (n)  cuts  the  scale 
(m)  at  -01712.     The  result  will  be  found  at  index  (c)  to  be  3. 

This  scale  is  manufactured  by  W.  H.  Harling,  London. 

The  Arithmometer. — The  invention  of  this  machine  is  due  to  M.  Thomas 
(de  Colmar),  Paris,  who  also  gave  it  its  name.  It  was  patented  in  1820, 
nul  its  value  has  been  acknowledged  in  the  reports  of  various  scientific 
bodies,  and  recognised  by  high  awards  and  testimonials.  M.  Thomas 
obtained  a  silver  medal  at  the  Universal  Exhibition  of  Industry  in  France 
in  1849;  the  gold  medal  of  the  Societe  d'Encouragement ;  the  prize  medal 
of  the  Great  Exhibition  of  1851 ;  the  medal  of  the  International  Exhibition 
of  London,  1862,  etc.,  etc.  Thus  the  invention  at  once  obtained  very 
decided  recognition  and  appreciation.  Since  then  it  has  been  modified  to 
some  extent,  and  newer  forms  have  also  been  put  on  the  market,  but  the 
principles  on  which  all  are  designed  are  very  similar. 

The  action  of  the  machine  entirely  depends  upon  toothed  wheel  gearing, 
and  the  operations  are  carried  out  by  setting  stops  to  the  figures  to  be 
manipulated  and  by  simply  turning  a  handle.  The  setting  of  the  stops 
causes  certain  wheels  to  engage,  and  the  train  of  wheels  in  gear  transmits 
revolutions  forward,  so  that  the  arithmetical  operation  of  carrying  forward 
tens  is  done  mechanically. 

The  original  machines  were  designed  for  12  and  16  figures.  The 
dimensions  of  the  latter  are  22  inches  long,  7  inches  wide,  and  4  inches 
deep,  and  its  weight  is  considerable. 

The  arithmometer  performs  the  operations  of  addition,  subtraction, 
multiplication,  and  division,  and  may  also  be  employed  to  extract  the 
square  root,  but  for  the  latter  operation  the  process  is  tedious.  The  results 
obtained  are  absolutely  accurate,  and  with  a  little  practice  are  arrived  at 
very  rapidly.  A  long  sum  can  be  set  up  in  a  few  seconds,  and  by  simply 
turning  the  handle  the  result  is  obtained  to  as  many  places  of  figures  as 
can  usefully  be  desired. 

It  may  be  claimed  that  such  a  machine  requires  little  or  no  exercise  of 
brain  power ;  intelligence  and  care  in  its  use  are  certainly  necessary,  but 
there  is  absolutely  no  mental  labour  of  calculation.  With  reasonable  care 
there  is  little  likelihood  of  its  getting  out  of  order,  even  when  worked  at 
a  high  speed,  and  there  is  little  wear  to  be  observed  even  after  years  of 
service. 

Tate's  Arithmometer. — This  machine  resembles  very  closely  in  appear- 
ance and  in  arrangement  the  De  Colmar  machine,  and  at  first  inspection 
might  be  mistaken  for  it.  It  is  found,  however,  to  possess  a  large  number 
of  improvements.  It  is  of  English  make,  and  of  beautiful  workmanship. 
The  design  of  the  mechanism  has  been  altered  and  simplified  in  many 
details,  with  the  result  that  the  operations  of  calculation  may  be  carried 
out  more  easily  and  rapidly.  The  makers  of  the  machine  are  Messrs.  C. 
and  E.  Lay  ton,  56  Farringdon  Street,  London. 

Eeferring  to  the  drawing,  it  will  be  seen  that  the  machine  is  divided 
into  two  distinct  and  separate  parts — the  slide  and  the  fixed  plate.  The 
slide  has  a  longitudinal  hinge,  upon  which  it  may  be  raised  by  the  knob, 
and  it  may  also  be  slid  out  to  the  right  for  half  its  length.  In  the  slide 
are  seen  sixteen  openings  called  product  holes.  The  ciphers  and  numbers 
showing  in  these  are  carried  by  horizontal  discs  or  dials  which  rotate,  and 
whose  centres  are  the  studs  immediately  below  the  holes.  The  lower  holes 
in  the  slide  are  termed  quotient  holes,  since  they  are  of  service  chiefly  in 
division.     The  figures  showing  there  are  also  similarly  carried  by  dials,  and 
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when  the  slide  is  raised  the  figures  in  the  product  holes  and  in  the  quotient 
holes  may  be  altered  by  turning  the  studs.  Each  stud  also  carries  a  toothed 
wheel  of  the  mechanism. 

The  handle  to  the  right  is  called  the  effacer,  because  it  is  used  to  bring 


the  figures  in  both  sets  of  holes  to  zero.  This  is  done  while  the  slide  is 
raised. 

On  the  fixed  plate  are  eight  slots,  graduated  up  to  9,  and  with  a  marker 
in  each  which  can  be  set  to  any  figure.  Under  the  fixed  plate  are  eight 
cylinders  whose  axes  are  parallel  to  the  slots.  These  carry  teeth  of  vary- 
ing length  axially.  When  the  marker  is  moved  opposite  to  a  number,  say 
4,  it  slides  a  toothed  wheel  along  a  spindle  of  rectangular  section.  This 
wheel  engages  with  four  teeth  of  the  cylinder  below  it,  when  the  motive 
handle  is  turned,  and  this  motion  is  transmitted  along  the  spindle  and 
through  toothed  wheels  directly  to  the  product  dials  on  the  slide. 

The  regulator  moves  backwards  to  subtraction  and  division,  and  forwards 
to  addition  and  multiplication.  When  the  regulator  is  set  to  addition  the 
dials  have  a  positive  rotation  given  them  by  one  set  of  wheels ;  when  it  is 
set  to  subtraction  they  eDgage  with  a  different  set  of  wheels  on  the  same 
spindles,  and  the  rotation  given  them  is  negative. 

The  regulator  must  only  be  moved  when  the  motive  handle  is  at  rest  in 
the  position  shown,  i.e.  at  the  beginning  of  a  turn.  A  stud  (below  the 
handle)  indicates  this  position. 

Addition. — Before  beginning  any  operation  see  that  each  dial  is  at  zero. 

Set  the  regulator  to  addition.  Set  up  the  first  sum  to  be  added  on  the 
slots.  Take  the  number  3468.  This  may  be  set  up  anywhere  on  the  slots, 
i.e.  the  first  four,  or  the  last  four,  or  any  intermediate  four.  Turn  the  motive 
handle  once,  and  3468  will  appear  on  the  product  dials  immediately  above 
the  slots  employed.  If  it  be  desired  to  add  15,832  to  3468,  set  it  up  now 
on  the  slots,  taking  care  that  the  unit  figure  2  is  in  the  same  slot  that  the 
unit  figure  8  occupied.  Turn  the  handle  once  and  19300  will  appear  on  the 
product  dials.  It  will  be  readily  apparent  that  confusion  may  easily  arise 
over  the  number  of  places  in  the  numbers  dealt  with,  especially  when  there 
are  decimals.  Small  holes  will  be  observed  between  the  studs  on  both  plates, 
in  which  ivory  pins  may  be  inserted  opposite  the  unit  figure. 

Multiplication. — Suppose,  as  in  the  first  operation,  the  number  3468  has 
just  been  set  up  on  the  slots,  and  by  one  turn  of  the  handle  on  the  product 
dials ;  at  the  same  time  the  figure  1  will  appear  in  the  quotient  hole  to  the 
extreme  right.  If  now  the  handle  be  turned  a  second  time  the  number 
6936  will  appear  on  the  product  dials,  that  is,  the  sum  of  3468  and  3468,  or 
twice  3468,  and  the  figure  2  will  appear  in  the  quotient  hole.  Turning  the 
handle  a  third  time  the  number  10404  (3468  x  3)  will  appear,  and  at  the 
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same  time  the  figure  3,  and  so  on ;  the  process  being  that  of  continuous 
addition  or  multiplication. 

Subtraction  and  Division. — Again,  suppose  3468  has  been  set  up  in  the 
slots  and  in  the  product  holes.  Now  set  the  regulator  to  subtraction,  and 
turn  the  handle  once.  The  number  will  disappear  from  the  product  holes, 
leaving  ciphers.  Set  up  10404  in  the  product  holes  and  3468  in  the  slots, 
and  0  in  the  quotient  holes.  Turn  the  handle  once  (with  regulator  at  sub- 
traction), and  6936  will  appear  in  the  product  holes  and  1  in  the  quotient 
hole.  Turn  the  handle  again,  and  3468  will  now  appear  in  the  product 
holes  and  2  in  the  quotient  hole.  Turning  the  handle  again  the  product 
holes  will  be  cleared,  and  the  figure  3  will  appear  in  the  quotient  hole,  that 
is  10404  -f-  3468  =  3.  Thus  the  operation  of  division  or  continuous  subtrac- 
tion may  be  performed.  For  examples  involving  a  large  number  of  figures 
the  slide  must  be  employed  in  carrying  out  these  operations,  just  as  in 
arithmetical  multiplication  we  keep  moving  each  successive  product  line  one 
place  to  the  left,  and  in  division  we  keep  moving  each  dividend  line  one 
place  to  the  right. 

The  "  Brunsviga  "  Arithmometer. — This  machine  differs  from  those 
already  described  in  a  number  of  ways.  It  is  smaller  in  dimensions — 
length  8f  inches,  breadth  5  J-  inches,  height  4f  inches — and  is  much  lighter 
in  weight.  It  is  attached  to  a  wooden  slab,  and  with  its  cover  may  be 
carried  in  one  hand.     It  closely  resembles  a  small  handbag  in  appearance. 

This  machine  is  also  in  two  parts — one  fixed  and  the  other  sliding.  In 
the  metal  casing  of  the  fixed  portion  are  nine  slots,  numbered  from  right  to 
left,  and  each  graduated  from  1  to  9  downwards.  This  portion  encloses  the 
driving  mechanism,  which  consists  of  a  cylindrical  barrel  on  a  horizontal 
axis.  Into  this  barrel  are  fitted  a  series  of  metal  rings.  From  nine  of 
these  lugs  project,  one  through  each  slot,  and  these  are  the  markers  by 
which  a  number  may  be  set  up. 

In  the  sliding  portion  there  are  thirteen  product  holes,  and  beyond 
these,  to  the  left,  are  nine  quotient  holes  numbered  1  to  9,  from  right 
to  left. 

The  mechanism  in  the  sliding  part  is  simply  a  train  of  wheel-gearing 
with  a  figured  indicator  to  each  hole,  and  resembles  that  of  any  other 
mechanical  counter. 

The  barrel  is  driven  by  a  handle  at  the  right  end,  which  locks  itself  in 
the  zero  position.  Kotation  clockwise  is  considered  positive  and  adds, 
while  rotation  counter  clockwise  is  negative  and  subtracts. 

If  the  marker  in  one  of  the  slots  be  set  to  the  figure  2,  then  two  teeth 
are  set  up  on  the  barrel  on  an  adjacent  ring ;  if  the  marker  be  set  to  3,  4, 
or  5,  then  three,  four,  or  five  teeth  are  set  up  on  this  ring.  Let  the  handle 
now  be  turned  once,  the  barrel  also  turns  once,  and  these  two,  three,  four, 
or  five  teeth  engage  with  the  same  number  of  teeth  in  one  of  the  wheels  of 
the  sliding  piece,  and  the  corresponding  number  appears  through  the 
product  hole  of  that  wheel. 

If  a  series  of  figures,  say  296843,  be  set  up  and  the  handle  turned 
once  in  the  positive  direction,  these  figures  appear  in  the  product  holes 
immediately  below  the  slots  and  the  figure  1  in  white  in  a  quotient  hole. 
If  it  were  turned  in  the  negative  direction  the  number  9,999,703,157  would 
appear,  i.e.  the  difference  from  10,000  millions.  If  this  were  to  occur  at 
the  thirteenth  product  hole  a  bell  would  ring  calling  attention  to  the 
mistake. 

If  the  handle  be  turned  twice  in  the  positive  direction  the  number 
593686  appears,  and  2  in  white  in  the  quotient  hole.     After  a  third  turn 
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the  number  890529  appears,  and  3  in  the  quotient  hole.  Thus  the  opera- 
tion of  successive  additions  or  multiplication  is  performed. 

Similarly,  by  turning  the  handle  in  the  negative  direction  the  operation 
of  successive  subtractions  or  division  is  performed.  The  quotient  appears 
in  red  figures. 

The  slide  is  used  as  in  the  other  machines  to  allow  multiplication  by 
several  factors,  or  division  to  a  number  of  places  to  be  carried  out. 

The  product  holes  and  also  the  quotient  holes  are  cleared  (reduced  to 
zero),  by  means  of  an  effacer  belonging  to  each. 

It  is  extremely  difficult  to  make  a  mistake,  as  the  machine  is  com- 
pletely locked  at  all  times  except  when  the  handle  is  in  the  zero  position, 
and  only  then  can  the  markers  be  set,  the  machine  cleared,  or  the  slide 
moved.  There  is  very  little  resistance  in  setting  or  working  the  machine, 
so  that  it  can  be  worked  with  rapidity  and  with  little  effort.  The  manu- 
facturers are  Messrs.  Grimme,  Natalis  and  Co.,  Brunswick,  Germany. 

Adding  Machines. — An  excellent  example  of  this  type  of  machine  is 
that  manufactured  by  the  Burroughs  Adding  and  Eegistering  Machine 
Co.,  Nottingham.  It  is  made  to  add  either  whole  numbers  and  decimals, 
or  pounds,  shillings,  and  pence.  The  machine  may  also  be  used  for  dollars 
and  cents. 

The  mechanism  is  enclosed  in  a  plate  glass  case,  about  11  inches  wide  by 
15  inches  in  length,  and  9  inches  in  height,  and  is  provided  with  a  key- 
board on  the  top  containing  nine  columns  of  figures  on  keys  resembling 
those  of  a  typewriter.  There  are  nine  keys  in  each  column,  the  figures  on 
them  running  from  1  to  9  in  the  ordinary  machine  for  numbers.  The  first 
column  on  the  right  is  for  units,  the  second  for  tens,  the  third  for  hundreds, 
and  so  on,  the  total  capacity  of  the  machine  being  999,999,999.  There  are 
no  ciphers  on  the  keyboard ;  these  are  automatically  printed. 

In  the  sterling  machine  the  first  row  containing  eleven  keys  represents 
the  pence,  the  second  and  third  rows  the  shillings,  and  the  remaining  rows 
the  pounds,  the  capacity  of  the  machine  being  £999,999:19:11  when 
fractions  of  a  penny  are  not  used.  If,  however,  farthings  are  required  a 
column  must  be  given  to  these,  leaving  the  capacity  of  the  machine 
£99,999  :  19  :  llf,  the  number  of  columns  remaining  nine.  The  columns 
of  figures  run  upwards  from  the  operator. 

At  the  rear  of  the  machine  is  a  paper  carriage  arranged  to  take  a  sheet 
of  paper  of  any  width  up  to  11  inches,  on  which  several  columns  can  be  added, 
or  where  single  columns  of  great  length  are  to  be  added  these  can  be  printed 
on  a  narrow  strip  of  paper  in  continuous  roll. 

The  machine  is  also  provided  with  a  dial  to  register  the  number  of 
items  printed,  which  can  be  set  at  any  number  up  to  100.  When  the 
desired  number  of  items  has  been  listed  the  fact  is  indicated  by  a  bell 
affixed  to  the  dial.  Uniformity  of  length  of  columns  on  a  sheet  is  thus 
obtained. 

To  operate  the  machine  it  is  only  necessary  to  depress  the  keys  repre- 
senting the  required  amount,  and  then  pull  the  lever  on  the  right  of  the 
machine.  The  amount  is  at  the  same  time  printed  on  the  sheet  of  paper 
behind  the  machine. 

The  act  of  depressing  the  keys  brings  into  action  stop  wires  belonging  to 
their  respective  figures,  and  the  keys  remain  down  until  registered  by  draw- 
ing the  lever.  The  amount  is  simultaneously  added  in  the  accumulating 
mechanism.  There  is  no  direct  connection  between  the  keyboard  and  the 
internal  mechanism,  and  a  full  movement  of  the  operating  lever  is  required 
each  time  an  amount  is  to  be  added. 
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Succeeding  amounts  are  registered  in  a  similar  way.    Should  the  operator 
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happen  to  put  his  finger  on  a  wrong  key  the  error  can  be  instantly  cancelled 
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by  touching  a  small  key  (used  both  for  errors  and  totals)  at  the  lower  left 
hand  corner  of  the  keyboard  before  pulling  the  operating  lever. 

When  all  the  items  have  been  set  down  the  total  is  obtained  by  depress- 
ing the  total  key  at  the  left  corner  and  making  one  stroke  of  the  lever,  when 
the  total  is  immediately  printed  at  the  foot  of  the  list  and  the  machine 
cleared,  ready  for  the  next  addition. 

If,  however,  it  be  desired  to  carry  forward  the  total,  this  can  be  done  by 
releasing  the  total  key  before  the  operating  lever  is  allowed  to  return  to  its 


Fig.  7. 


normal  position,  when  the  total  is  printed  but  still  retained  in  the  machine 
and  will  be  included  in  the  total  of  the  next  list. 

At  the  lower  right  hand  corner  is  the  repeating  key.  When  several 
cheques  or  amounts  of  the  same  denomination  are  to  be  listed  in  succession 
the  amount  can  be  set  up,  and  this  key  depressed  and  locked,  after  which  it 
is  only  necessary  to  draw  the  lever  the  number  of  strokes  corresponding  to 
the  number  of  amounts.  Thereafter  the  repeating  key  is  released  and  the 
keys  restored  by  the  total  key.  This  arrangement  enables  multiplication  to 
be  performed  by  continuous  addition. 

To  clear  the  machine  or  bring  it  to  zero,  first  press  and  release  the  total 
key  to  raise  all  figure  keys.  Then  one  clear  space  is  made  by  pulling  the 
lever  forward  till  it  stops  and  letting  it  spring  back ;  then  the  total  key  is 
pressed  well  down  and  kept  depressed  while  a  second  motion  of  the  lever  is 
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made.  These  movements  clear  the  accumulating  mechanism  of  any  amounts 
that  may  have  been  registered. 

A  high  speed  of  working  is  claimed  for  this  machine.  It  is  said  that 
1500  to  1800  items  per  hour  may  be  readily  obtained  by  an  ordinary 
operator,  while  an  expert  may  list  from  2500  even  up  to  3500  items 
per  hour. 

The  Comptometer  is  the  name  of  a  somewhat  similar  machine,  manu- 
factured by  Felt  and  Tarrant  of  Chicago.  This  machine  may  be  used  also 
for  numbers  or  for  money  columns,  and  has  a  capacity  of  from  one  penny 
to  £1,000,000.  The  mechanism  is  contained  in  a  rectangular  box  15  inches 
long,  7h  in  width,  and  4  inches  deep,  so  that  its  proportions  are  com- 
paratively small.  Its  keys  are  arranged  very  similarly  to  those  in  the 
Burroughs  machine.  In  order  to  add  any  amount  the  keys  must  be  pressed 
hard  down,  as  unless  the  depression  is  complete  a  smaller  amount  than  that 
desired  may  be  added.  This  machine  has  no  registering  apparatus  attached, 
and  the  addition  is  made  at  each  operation,  the  resulting  addition  being 
exhibited  at  the  foot  of  the  keyboard. 

The  arithmetical  operations  of  addition,  subtraction,  multiplication,  and 
division  are  all  possible  on  this  machine,  and  there  is  a  simple  but  ingenious 
arrangement  for  correcting  errors.  The  machine  is  cleared  of  the  amount, 
set  up,  and  reduced  to  zero  by  a  simple  adjustment,  similar  to  that  in  the 
arithmometer,  to  which  it  bears  a  certain  resemblance. 

The  Planimeter. — When  the  value  of  any  quantity  varies  the  rate  of 
variation  depends  upon  some  other  quantity  which  varies  along  with  it. 
It  is  recognised  generally  that  a  graphical  representation  of  such  variation 


Fig.  8. 


conveys  a  much  clearer  and  more  intelligible  idea  than  any  expression  in 
words  and  figures.  The  representation  is  by  means  of  a  curve  or  graph,  and 
has  a  universal  application.  Examples  are  perfectly  familiar  in  the  form  of 
diagrams  of  variation  of  barometric  or  thermometric  readings,  which  are  con- 
structed with  pressure  or  temperature  readings  as  ordinates  on  a  time  base — 
the  variation  being  per  hour,  per  day,  per  week,  etc.  as  is  desired.  An  advan- 
tage of  this  method  also  is,  that  by  simple  geometrical  constructions  a  mean 
reading  may  readily  be  found  ;  and  in  other  cases  it  may  be  very  important 
to  find  intermediate  values  which  may  be  measured  directly  from  the  curve. 
The  planimeter  simplifies  the  geometrical  processes  immensely.  It  is 
an  area  measuring  or  integrating  machine,  and  is  the  invention  of  Prof.  J. 
Amsler,  Schaffhausen.  It  consists  essentially  of  two  arms  jointed  together. 
To  the  end  of  one  a  needle  pointer  is  fixed ;  this  arm  also  carries  a  wheel 
revolving  on  the  arm  as  axis  and  attached  near  the  joint  of  the  arms.  The 
other  arm  has  at  its  extremity  a  needle  point,  which  is  made  a  fixed  centre 
about  which  the  instrument  revolves.     The  instrument  moves  in  a  plane 
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parallel  to  that  of  the  paper  on  which  it  rests  by  the  pointer,  the  wheel,  and 
the  centre  point.  The  wheel  is  graduated  to  read  ten  units,  tenths,  and 
hundredths  by  a  vernier,  while  every  turn  of  the  wheel  is  registered  on  a 
dial  which  reads  tens  up  to  100.  The  ordinary  instrument  in  use  in  this 
country  is  designed  to  read  square  inches.  The  area  of  any  figure  on  paper 
in  square  inches  is  obtained  by  arranging  the  instrument  upon  the  paper  in 
such  a  position  that  the  pointer  may  freely  trace  out  the  outline  of  the 
figure,  the  other  centre  point  being  at  rest  and  the  wheel  revolving  freely 
on  its  axis.  2  With  extreme  accuracy  the  reading  of  the  area  will  be 
obtained. 

Suppose  the  mean  temperature  over  a  month  were  desired  from  a 
temperature  diagram.  Find  the  area  (in  square  inches)  enclosed  by  the 
curve,  the  base  line  for  the  special  period,  and  the  extreme  ordinates  to  the 
curve  at  the  beginning  and  end  of  the  period.  This  area  divided  by  the 
length  of  that  portion  of  the  base  line  in  inches  will  give  the  mean  height 
of  the  curve  in  inches.  This  height  multiplied  by  the  number  of  degrees' 
temperature  to  one  inch  (on  the  scale  of  the  drawing)  will  give  the  mean 
temperature. 

It  will  be  seen  at  once  that  in  every  case  in  which  a  mean  rate  can  be 
desired,  that  value  may  be  very  simply  found  by  a  similar  process.  The 
temperature  example  has  been  taken  simply  because  it  is  so  familiar. 
Numerous  cases  are  met  with  in  problems  in  statistics. 

Taking  the  example  of  vital  statistics,  curves  are  made  out  to  exhibit 
the  variation  of  death  rates,  etc.  in  such  cases  as — the  mean  average  devia- 
tion of  death  rate  from  annual  death  rate  per  1,000,000  living,  from  specific 
diseases  in  England  and  Wales ;  death  rate  from  specific  diseases  at  various 
ages  in  proportion  to  total  deaths  from  all  causes ;  population  tables ;  calcu- 
lations with  reference  to  expectation  of  life,  mean  duration  of  life,  mean  age 
at  death,  etc.  Fluctuation  in  prices  of  goods  or  stocks,  fluctuation  in  rates 
of  interest,  etc.  may  be  similarly  represented. 

The  extreme  accuracy  of  this  instrument,  its  very  simple  working,  and 
the  easy  solution  it  affords  to  problems  to  which  otherwise  only  an  approxi- 
mation could  be  made,  cause  it  to  be  considered  one  of  the  most  useful  and 
valuable  of  mathematical  instruments.  W.  Hume  Kerr. 


Call. — On  the  Stock  Exchange  a  call  means  a  right  of  calling  for  a 
specified  amount  of  stocks,  bonds,  or  shares,  at  an  agreed-on  price  within  a 
specified  period.  The  period  may  be  from  one  day  to  three  months,  and 
often  longer.  The  agreement  may  be  that  the  buyer  of  a  call  gives  to  the 
seller  a  certain  right  of  commission  or  a  certain  right  of  interest  with  the 
right  of  calling  for  the  delivery  within  a  specified  time.  The  price  is  usually 
arrived  at  by  taking  the  current  quotation,  together  with  interest  at  con- 
tinuation rates  during  the  period.  If  the  buyer  sells  the  amount  of  stock 
above  the  price  which  he  has  agreed  to  pay  the  seller,  the  difference  re- 
presents his  profit  on  the  transaction. 

The  word  call  is  also  used  in  connection  with  the  shares  of  joint-stock 
companies  and  loans  which  are  not  fully  paid  up  at  the  time  of  issue.  For 
the  convenience  of  investors  it  is  usually  arranged  that  a  certain  amount  is 
payable  on  application,  a  further  sum  on  allotment,  and  the  remainder  at 
certain  intervals  after  a  specified  notice  has  been  given.  Sometimes  the 
capital  is  not  callable,  except  with  the  consent  of  the  shareholders  of  the 
company.     (See  "  Company,"  "  Companies,  Winding  up.") 

Call  Book. — A  Call  Book  is  one  of  the  statistical  books  of  a  limited 
liability  company.     It  is  used  for  the  purpose  of  recording  the  names  of 
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the  shareholders  by  whom  calls  are  due,  and  gives  generally  the  following 
particulars : — 

1.  The  date  of  the  call  as  shown  in  the  Minute  Book  of  the  company. 

2.  The  names,  designations,  and  addresses  of  the  shareholders  by  whom 
the  calls  are  admitted. 

3.  The  number  of  shares  held  by  each  of  these  shareholders. 

4.  The  amount  of  call  due  by  each  shareholder. 

5.  The  date  of  payment  of  the  call. 

Columns  are  usually  added  for  the  folio  in  the  Cash  Book  where  the  cash 
entry  is  made,  and  another  for  the  folio  in  the  Shareholders'  Ledger,  to 
which  the  amount  is  posted.  Sometimes  there  is  also  a  column  for  interest 
where  interest  is  charged,  as  is  usually  the  case  where  calls  are  not  paid 
on  the  due  dates.     There  is  usually  also  a  column  for  remarks. 

The  following  may  be  taken  as  a  specimen  of  a  Call  Book : — 

Call  Book 
Second  Call  of  10s.  per  Share,  making  £l  10s.  called  u%> 


Date  of 
Call. 

Shareholders'  Names,    gjiares 

Designations,. and        t-tIui' 

Addresses.            '  Meia' 

Call 
Payable. 

Date  of 
Payment. 

Amount 
Paid. 

Fol 

Cash 
Book. 

ios. 
Ledger. 

Remarks. 

£    s.    d. 

&    s.    d. 

A  Call  Book  is  sometimes  used  for  the  purpose  of  posting  to  the  credit 
of  each  shareholder's  cash  account  in  the  Share  Ledger,  although  this  is 
usually  done  direct  from  the  Cash  Book.  The  total  amount  of  the  call  is 
posted  to  the  credit  of  the  Capital  Account  in  the  General  Ledger,  and  to 
the  debit  of  the  second  call  account.  The  cash  received  is  posted  to  the 
credit  of  the  first  call  account,  so  that  the  balance  on  this  account  at  any 
time  shows  the  amount  in  arrears  in  respect  of  the  call. 

Cancel,  Cancellation. — The  discharge  of  a  document  by 
writing  across  it  the  word  "  cancelled,"  by  deleting  the  signatures  to  the 
document,  or  by  some  other  recognised  method  of  rendering  it  of  none 
effect.  The  proper  method  of  cancelling  a  receipt  stamp  is  to  write  the 
date  across  it,  although  the  usual  practice  is  to  cancel  it  by  writing  the 
date  and  signature  over  it. 

Capital. — Perhaps  no  term  in  economics  has  given  rise  to  more 
controversy  than  the  definition  of  the  word  capital.  In  economics  it  may 
be  said  to  have  the  following  meanings : — 

1.  Wealth  which  yields  revenue. 

2.  Wealth  set  aside  for  future  production. 

3.  Wealth  set  aside  for  the  satisfaction  of  future  needs. 

In  the  above  three  definitions  capital  may  be  said  to  be  defined  accord- 
ing to  the  point  of  view  from  which  it  is  regarded,  either  as — 

1.  Yielding  revenue. 

2.  Producing  more  wealth. 

3.  Eeserving  means  for  future  enjoyment. 
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Capital  is  divided  into  fixed  capital  and  circulating  capital,  and  also 
into  positive  and  negative.  Fixed  capital  is  represented  by  the  value  of  land, 
buildings,  factories,  canals,  railways,  and  docks,  which  are  of  a  permanent 
nature,  and  are  not  intended  to  be  sold,  but  to  be  used  in  the  production  of 
additional  wealth.  Fixed  capital,  while  permanent  to  a  certain  extent,  is 
subject  to  depreciation  through  wear  and  tear  and  a  great  many  other 
causes.  Circulating  capital  is  value  used  in  the  production  of  commodities, 
and  which  is  more  or  less  changed  in  the  process.  Thus,  a  manufactured 
article  is  produced  out  of  the  circulating  capital  represented  by  raw 
material  and  wages.  As  the  phrase  denotes,  the  term  is  derived  from  the 
circumstance  that  circulating  capital  is  constantly  changed  or  renewed  by 
the  sale  of  the  finished  article. 

Capital  of  Joint-Stock  Companies.— In  the  case  of 

Joint- Stock  Companies  the  difference  between  the  assets  of  a  concern  and 
the  liabilities  to  outside  creditors  gives  what  may  be  called  the  economic 
capital  of  the  concern,  but  the  word  "capital"  in  this  connection  has  a 
great  variety  of  meanings,  because  it  is  seldom  that  the  economic  capital 
of  a  company  corresponds  to  the  actual  amount  received  from  the  share- 
holders. There  are  various  distinctive  names  for  these  various  forms  of 
capital. 

Nominal  Capital. — The  memorandum  of  association  of  every  company 
limited  by  shares,  incorporated  under  the  Companies  Acts,  must  state  the 
amount  of  its  capital.  The  nominal  capital  should  be  fixed  at  the  largest 
amount  which  the  company  is  likely  to  require  as  actual  capital,  because 
once  the  nominal  capital  of  a  company  has  been  fixed  it  can  only  be 
increased  by  means  of  a  special  resolution  altering  the  memorandum,  pro- 
vided the  articles  as  originally  framed  authorised  the  company  to  do  so. 
If  power  to  increase  the  capital  has  not  been  given  in  the  articles  as 
originally  framed,  a  special  resolution  will  be  required  to  alter  them  to 
that  effect  before  the  memorandum  of  association  can  be  altered  so  as  to 
increase  the  capital.  The  registration  fees  are  payable  on  the  nominal 
amount  of  capital,  so  that  it  is  desirable,  from  this  point  of  view,  to  keep  it  as 
small  as  possible.  Suppose  a  company  which  at  the  present  time  requires  a 
capital  of  £5000  was  formed,  but  that  it  was  supposed  that  eventually  this 
company  would  require  a  capital  in  all  of  £10,000.  One  way  of  forming 
such  a  company  would  be  to  make  its  nominal  capital  £10,000  in  10,000 
shares  of  £1  each,  and  only  to  issue  in  the  meantime  5000  of  these  shares. 
Another  way  would  be  to  make  its  capital  £10,000,  and  to  issue  the  whole 
of  these  shares,  but  only  to  call  up  10s.  per  share. 

Paid-up  Capital. — The  paid-up  capital  consists  of  the  money  which  has 
been  actually  paid  by  the  shareholders  to  the  company  in  respect  of  the 
shares  which  they  hold,  or  which  has  been  legally  declared  by  the  company 
to  be  paid  up  upon  the  shares.  There  is  sometimes  paid  to  the  vendor  or 
promoter  of  a  company,  in  respect  of  his  interest  in  the  concern,  shares  in 
the  company  which  is  formed,  which  are  held  as  fully  paid  up,  although 
no  actual  cash  has  been  paid  for  them.  In  such  a  case  the  agreement 
must  be  filed  with  the  [Registrar  of  Joint- Stock  Companies. 

Uncalled  Capital. — Uncalled  capital  is  the  balance  due  in  respect  of 
the  shares  which  has  not  been  paid  by  the  shareholders,  and  which  would 
be  payable  in  the  event  of  a  call  being  made,  or  in  the  event  of  the  com- 
pany being  wound  up.  The  capital  is  left  uncalled  with  the  view  of  giving 
to  the  creditors  of  the  company  greater  security.  The  uncalled  capital  of 
a  company  may  be  mortgaged  in  respect  of  a  loan,  provided  power  is  given 
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in  the  articles.  In  some  companies,  mainly  banking  and  insurance  com- 
panies, a  portion  of  the  uncalled  capital  can  only  be  called  up  in  the  event 
of  the  liquidation  of  the  company. 

Working  or  Floating  Capital. — The  working  or  floating  capital  of  a 
company  may  be  defined  as  the  money  available  for  the  ordinary  working 
of  the  company,  in  contradistinction  to  the  capital  which  has  been  sunk  in 
fixed  assets.  Thus  in  the  case  of  a  mine  or  other  new  venture,  the  working 
capital  should  bear  some  reasonable  proportion  to  the  purchase  money 
which  is  sunk  in  the  concern. 

Reduction  of  Capital. — A  company  may  find  it  necessary  to  reduce  its 
capital  in  consequence  of  the  loss  of  its  assets.  The  object  of  so  reducing 
its  capital  is  that  the  sum  upon  which  it  pays  a  dividend  may  bear  a  correct 
relation  to  its  economic  capital.  The  price  at  which  the  shares  of  a  company 
which  is  largely  over  capitalised  sell  on  the  Stock  Exchange  is  much  lower 
in  proportion  than  the  price  of  shares  in  similar  companies  in  which  the 
economic  and  the  share  capital  correspond  to  one  another.  One  of  the 
definitions  of  profit  is  that  it  is  the  surplus  left  over  from  the  employment 
of  a  certain  amount  of  wealth  after  provision  has  been  made  for  the  return 
of  that  wealth.  Thus,  the  profit  of  a  trader  is  the  amount  by  which  his 
capital  is  increased  during  the  year,  on  the  assumption  that  he  has  with- 
drawn nothing  from  the  business,  and  that  full  provision  has  been  made 
for  any  depreciation  which  has  taken  place  on  his  assets  during  the  year. 
In  a  company  the  same  rule  must  be  applied  if  it  is  desired  that  the 
capital  of  the  company,  that  is,  the  cash  which  has  been  received  from  the 
shareholders,  is  to  be  preserved  intact.  Thus,  in  the  case  of  a  company 
working  a  coal-mine,  as  the  coal  becomes  exhausted  a  sinking  fund  must 
be  accumulated  out  of  which  to  purchase  or  lease  another  coalfield,  or  out 
of  which  to  return  their  capital  to  the  shareholders  if  the  company  is  to  be 
wound  up.  In  the  constitution  of  some  companies  provision  is  specially 
made  to  enable  this  to  be  done,  and,  as  a  rule,  it  is  the  proper  course  to 
pursue.  Other  companies,  however,  have  no  such  provision  in  their  con- 
stitution, and  the  decision  of  the  Courts  appears  to  be  that,  unless  there  is 
express  provision  that  the  company's  capital  is  to  remain  intact,  the  direc- 
tors of  the  company  are  not  bound  to  see  that  the  capital  is  preserved,  but 
may  pay  away  what  is  to  all  intents  and  purposes  capital  in  the  form  of 
dividends.  In  a  company  working  a  rapidly  wasting  asset,  such  as  a  coal- 
field, where  no  provision  for  the  setting  aside  of  a  sinking  fund  exists,  it  is 
quite  evident  that  the  position  of  debenture  holders  and  preference  share- 
holders who  are  only  entitled  to  a  fixed  dividend  is  most  unfortunate,  as 
the  whole  security  which  they  have  for  their  claims  may  be  paid  away  as 
dividends  to  the  ordinary  shareholders,  and  there  is  thus  often  great  injustice 
as  between  debenture  holders,  preference  shareholders,  and  those  entitled  to 
the  ordinary  shares  of  a  company.  On  the  whole,  the  decisions  of  the  Courts 
in  regard  to  the  valuation  of  assets  of  a  wasting  nature  are  somewhat  unfor- 
tunate, and  economically  certainly  are  not  sound.  The  leading  case  is  that 
of  Lee  v.  Neuchatel  Asphalte  Company  (Law  Keports,  41  Chancery  Division,  p. 
1)  in  which  case  it  was  held  by  the  Court  of  Appeal  that  "  there  is  nothing  in 
the  Companies  Acts  to  prohibit  a  company  formed  to  work  a  wasting  pro- 
perty, as  e.g.  a  mine  or  a  patent,  from  distributing  as  dividend  the  excess 
of  the  proceeds  of  working  above  the  expenses  of  working,  nor  to  impose 
on  the  company  any  obligation  to  set  apart  a  sinking  fund  to  meet  the 
depreciation  in  the  value  of  the  wasting  property."  In  this  case  Lord 
Justice  Lopes  said :  "  It  is  said  by  the  appellant  that  a  company  is  not  at 
liberty  to  pay  a  dividend  unless  they  can  show  that  their  available  property 
VOL.  II  2 
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at  the  time  of  declaring  the  dividend  is  equivalent  to  their  nominal  or 
share  capital.  In  my  opinion  such  a  contention  is  untenable.  Where 
nominal  or  share  capital  is  diminished  in  value,  not  by  means  of  any 
improper  dealing  with  it  by  the  company,  but  by  reason  of  causes  over 
which  the  company  has  no  control,  or  by  reason  of  its  inherent  nature,  that 
diminution  need  not,  in  my  opinion,  be  made  good  out  of  revenue."  (See 
"  Company,"  s.v.  "  Capital.") 

Capital  and  Income.     ^Apportionment. 

Carbon   Duplicating   Process.— By  placing  sheets  of 

properly  oiled  carbon  between  two,  three,  or  more  sheets  of  paper,  and  using 
sufficient  pressure  in  writing  upon  the  upper  sheet,  two,  three,  or  more 
copies  of  a  letter,  order,  or  other  document  may  be  produced.  The  method 
is  much  used  for  securing  duplicates  of  invoices  and  telegrams.  Thus,  in 
the  case  of  telegrams  where  three  copies  of  the  telegram  are  taken, 'one 
copy  is  sent  to  the  telegraph  office,  one  copy  is  sent  to  the  correspondent 
as  confirming  the  telegram  sent,  and  the  third  copy  is  retained  as  the 
office  copy  of  the  telegram  sent.  In  the  same  way  a  commercial  traveller 
sometimes  makes  three  copies  of  the  orders  which  he  receives.  One  copy 
is  handed  to  the  customers,  one  is  sent  to  the  firm  of  the  traveller,  and 
the  third  is  retained  by  the  traveller  for  his  own  use.  The  method  of 
carbon  copying  is  also  very  extensively  and  satisfactorily  used  in  con- 
nection with  correspondence  ,where  it  would  be  inconvenient  or  impossible 
to  have  the  use  of  the  ordinary  booking  press. 

Card  Index. — The  card  system  of  indexing  books  in  libraries  and 
of  recording  statistics  can  very  readily  be  adapted  to  forming  indices  for 
business  purposes,  and  has  many  advantages  over  other  methods.  It  is 
much  more  elastic,  and  while  its  advantages  are  apparent  even  in  connection 
with  small  matters,  where  much  work  has  to  be  done,  the  advantages  of  the 
method  become  more  apparent.  A  card  index  consists  of  a  number  of 
cards  bearing  a  letter  of  the  alphabet,  or  two  letters  in  the  case  of  a  vowel 
index.  These  cards  are  ranged  in  a  long  narrow  receptacle  somewhat  like  an 
open  drawer,  and  the  matter  to  be  indexed  is  written  upon  separate  cards 
which  are  inserted  in  their  proper  places  between  the  alphabetical  cards. 
A  brass  rod  is  usually  run  through  a  hole  in  the  centre  of  each  of  the 
cards  to  keep  them  in  their  places. 

Carrying"  Over. — There  are  in  all  Stock  Exchanges  regular  days 
upon  which  settlements  of  transactions  take  place,  and  in  the  Stock 
Exchanges  of  this  country  these  are  held  at  the  middle  and  near  the  end 
of  each  month.  Before  the  approach  of  the  date  of  settlement,  those  who 
have  purchased  securities  which  they  do  not  desire  or  are  unable  to  pay 
for,  and  those  who  have  sold  what  they  do  not  possess  or  cannot  deliver, 
come  to  an  agreement  by  which  the  bargains  are  carried  over.  Carrying 
over,  therefore,  is  postponing  by  agreement  the  date  of  settlement.  If  the 
stock  can  easily  be  borrowed  in  the  market,  the  buyer  pays  a  rate  of 
interest  called  continuation  or  contango  for  the  privilege  of  deferring  the 
settlement.  If  the  stock  is  scarce,  however,  the  seller  who  cannot  deliver 
or  borrow  his  stock  has  to  pay  a  fine,  called  backwardation,  to  the 
buyer. 

Cash. — The  word  cash  is  usually  taken  as  meaning  not  only  actual 
coin,  but  also  all  forms  of  money  and  currency  which  may  be  readily 
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turned  into  cash.  From  this  point  of  view  it  includes  coin,  bank  notes, 
postal  orders,  balances  on  current  account  in  bank,  cheques  payable  by 
banks  out  of  accounts  other  than  those  of  the  owner  of  the  cheque, 
these  being  all  practically  convertible  into  cash  at  once.  Money  in  a 
country  in  coin  is  a  very  small  fraction  of  the  cash  from  this  point  of  view, 
and  the  cash  resources  of  the  United  Kingdom  may  be  taken  as  about 
£542,000,000,  made  up  as  follows  :— 

Gold  in  circulation             ....  £70,000,000 

Silver           „                      ....  20,000,000 

Bronze          „                       ....  1,000,000 

Postal  notes  and  orders     ....  1,000,000 

Banking  accounts  current               .              .              .  400,000,000 

Bankers'  notes  and  drafts  at  sight               .              .  50,000,000 


£542,000,000 


Cash  Account.     See  Account  Current. 

Cash -Books. — A  cash-book  is  a  book  of  account  used  for  recording 
cash  transactions.  A  cash-book  is  really  the  ledger  account  of  cash  kept  in 
a  separate  book  for  the  sake,  of  convenience.  The  position  of  the  cash-book 
in  systems  of  book-keeping,  and  the  method  of  using  any  particular  cash- 
book,  no  matter  what  its  form  may  be,  can  only  be  properly  understood 
when  it  is  regarded  as  part  of  the  ledger  system.  In  a  business  of  any 
magnitude  it  would  be  very  inconvenient,  or  almost  impossible,  to  simply 
use  a  ledger  account  for  cash.  Cash  transactions  are,  as  a  rule,  numerous 
as  compared  with  the  other  transactions  of  a  business,  and  a  separate  book 
for  recording  all  cash  transactions  is  almost  universally  adopted. 

The  cash-book  in  its  simplest  form  is  the  same  as  a  cash  account 
in  the  ledger.  On  the  debit,  or  left-hand  side,  is  entered  all  the  cash 
received,  and  on  the  credit,  or  right-hand  side,  is  entered  all  the  cash  paid 
away.  The  reason  why  the  debtor  side  came  to  be  used  as  the  side  upon 
which  to  enter  cash  which  comes  in  may  have  been  the  fact  that,  as  we 
read  from  left  to  right,  the  debtor  side  was  the  natural  side  upon  which  to 
place  the  cash  which  comes  in,  as  cash  must  come  in  before  it  goes  out. 
Another  way  to  explain  the  reason  for  debiting  the  cash  account  when  cash 
comes  in,  is  to  consider  that  the  cash-book  is  kept  by  a  separate  cashier,  and 
that  it  is  his  account.  When  cash  comes  in  the  cashier  debits  himself, 
because  he  is  indebted  to  the  owner  of  the  business  for  the  cash  he  has 
received. 

The  cash-book  should  always  be  written  up  as  the  transaction  takes 
place,  and  no  scroll  cash-book  should  ever  be  kept.  The  cash-book  is  a 
book  of  original  entry,  and  accordingly  should  be  written  up  as  the  trans- 
action takes  place. 

The  credit  side  of  a  cash-book  can  never  exceed  the  debit  side,  as  more 
cash  can  never  be  paid  away  than  is  received.  The  excess  of  the  debit 
side  of  a  cash-book  over  the  credit  side  gives  the  cash  on  hand,  which 
should  be  in  the  cash-box.  If  this  balance  so  found  does  not  agree  with 
the  actual  cash,  then  it  is  the  duty  of  the  cashier  to  find  out  the  discrepancy. 
If,  however,  the  mistake  cannot  meantime  be  traced,  an  entry  should  at 
once  be  made  in  the  cash-book,  either  on  the  debit  or  credit  side,  so  as  to 
make  the  cash  on  hand,  as  shown  by  the  cash-book,  the  same  as  the  actual 
cash  on  hand.  Thus,  if  the  cash  on  hand,  as  shown  by  the  cash-book,  is 
£50,  and  the  actual  cash  in  the  box  is  £60,  an  entry  should  be  made  on 
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the  debit  side  of  the  cash-book  in  some  such  form  as  the  following : — "  To 
surplus  cash  on  hand,  £10."  The  cash,  as  shown  by  the  cash-book,  would 
then  agree  with  the  actual  cash  on  hand.  The  £10  would  be  posted  to  the 
credit  of  an  account  in  the  ledger  headed  "  Surplus  Cash  on  hand,"  and 
when  the  error  was  discovered,  an  adjusting  entry  would  be  made  through 
this  account  and  the  account  affected. 

The  cash-book  being  part  of  the  ledger  system,  every  item  on  the  debit 
side  of  a  cash-book  has  a  corresponding  credit  item  in  some  ledger  account, 
and  every  credit  has  a  corresponding  debit  item. 

There  are  a  great  many  forms  of  cash-books.  A  few  forms  are  now 
shown,  and  a  short  explanation  of  each  is  given. 

The  following  transactions  are  taken  to  show  the  method  of  using  the 
different  forms  of  cash-books.  These  transactions  are  recorded  in  each  form, 
and  should  be  carefully  followed  : — 

Cash  Transactions 

Jan.     1.  Cash  on  Hand 
Cash  in  Bank 
2.   Settled   R.   Raeburn's   Account  for   £200  by  giving  him   a 
cheque  for 
Discount  allowed 
4.   Received  from  Hodge  &  Sons  in  settlement  of  their  account 
for  £151 
Discount  allowed  them 
8.  Bought  Goods  for  Cash 
10.  Paid  Cash  into  Bank 

Drew  Cheque  for  Wages 
15.  Sold  Goods  for  Cash 

Cheque  Cashed 
24.   Paid  Rent  by  cheque 
Paid  Sundry  Charges 
31.   Received  Cash  from  John  Roberts  and  paid  same  into  Bank 
Cash  drawn  out  of  business  by  owner  for  his  own  use 


£100 

0 

0 

400 

0 

0 

190 

0 

0 

10 

0 

0 

145 

0 

0 

6 

0 

0 

10 

0 

0 

200 

0 

0 

30 

0 

0 

5 

0 

0 

50 

0 

0 

20 

0 

0 

10 

0 

0 

50 

0 

0 

30 

0 

0 

Dr. 


Cash-Book. — Form  1 


Or. 


6 

.2 

"o 

Cash. 

'o 

Cash. 

To  Balance 

fe 

Jan.    2. 

By  R.  Raeburn. 

fa 

Jan.    1. 

£100     0     0 

£200     0     0 

2. 

,,  Bank 

190     0     0 

4. 

,,    Discount 

6     0     0 

,,  Discount 

10     0     0 

8. 

,,    Goods. 

10     0     0 

4. 

„  Hodge         & 
Sons  . 

151     0     0 

10. 

,,    Bank  . 
„    Wages 

200     0     0 
30     0     0 

10. 

,,  Bank  . 

30     0     0 

24. 

,,    Rent    . 

20     0     0 

15. 

„  Goods  . 

5     0     0 

, ,    Charges 

10     0     0 

,,  Bank  . 

50     0     0 

31. 

„    Bank   . 

50     0     0 

24. 

„      Do.    . 

20     0     0 

,,    Capital 

30     0     0 

31. 

,,  John  Roberts 

50     0     0 

,,    Balance 

50     0     0 

£606     0     0 

£606     0     0 

Explanation  of  Form  1 

This  cash-book  is  one  of  the  simplest  forms.  Every  item  on  the  debit 
side  is  posted  to  the  credit  of  a  ledger  account,  and  every  item  on  the  credit 
side  is  posted  to  the  debit  of  a  ledger  account. 
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The  method  of  treating  discount  allowed  to  customers  and  discount 
allowed  by  creditors  should  be  noted.  The  full  amount  of  a  customer's 
account  is  entered  on  the  debit  side  of  the  cash-book,  and  this  amount  is 
posted  to  the  credit  of  the  customer.  Any  discount  allowed  to  the  customer 
is  entered  on  the  credit  side  of  the  cash-book,  and  from  thence  posted  to 
the  debit  of  the  discount  account.  By  this  means  the  net  amount  of  cash 
received  from  the  customer  appears  in  the  cash-book.  Conversely,  when 
discount  is  allowed  by  creditors  the  full  amount  of  the  account  is  entered 
on  the  credit  side  of  the  cash-book,  while  the  discount  allowed  is  entered 
on  the  debit  side. 

The  method  of  treating  bank  transactions  should  also  be  noted.  When 
an  account  is  paid  by  cheque  the  cash  is  entered  on  the  debit  side  of  the 
cash-book,  as  drawn  from  bank,  and  the  amount  is  entered  on  the  credit 
side,  as  paid  away  to  the  creditor.  The  cash  on  hand  is  not  affected,  as  no 
cash  really  passes  through  the  hands  of  the  cashier  when  he  gives  a 
cheque. 

Cash-Bqok. — Form  2 


Jan.  1. 

Fo. 

Dr. 

Cr. 

To  Balance     .... 

£100     0 

0 

2. 

By  R.  Raeburn 
To  Discount  . 
, ,    Bank 

10     0 
190     0 

0 
0 

£200     0     0 

4. 

To  Hodge  &  Sons 
By  Discount  . 

151     0 

0 

6     0     0 

8. 

,,    Goods 

10     0     0 

10. 

, ,    Bank 
To     Do. 
By  Wages 

30     0 

0 

200     0     0 

30     0     0 

15. 

To  Goods 
,,    Bank 

5     0 
50     0 

0 
0 

24. 

,,     Do. 
By  Rent 

„    Charges     . 

20     0 

0 

20     0     0 
10     0     0 

31. 

To    John  Roberts 
By  Bank 

, ,    Capital     . 

, ,    Balance    . 

50     0 

0 

50     0     0 
30     0     0 
50     0     0 

£606     0 

0 

£606     0     0 

Explanation  of  Form  2 

This  form  differs  from  Form  1  in  having  the  money  columns  running 
parallel  to  one  another,  and  the  particulars  of  both  debit  and  credit  trans- 
actions are  entered  in  the  same  column. 

The  method  of  writing  it  up  is  the  same  as  Form  1. 


Dr. 


Cash-Book. — Form  3 


Cr. 


'"      count. 

Cash. 

Fo. 

Dis- 
count. 

m 

Cash. 

!  £    s.    d. 

£     s. 

d. 

&      8.     <l. 

£      s.   (1 

Jan.    1 

To  Balance 

100    0 

0 

Jan.     2     1 

!y  R.  Raeburn 

10    0    0 

1!)0    0    0 

2 

„  Bank    . 

190    0 

0 

8 

,    Goods 

10    0    0 

4 

,,  Hodge&Sons 

0    0    0 

145    0 

0 

10 

,    Bank  . 

200    0    0 

10 

,,  Bank    . 

30    0 

0 

,    Wages 

30    0    0 

15 

,,  Goods  . 
„  Bank    . 

5    0 
50    0 

0 

0 

24 

,   Rent  . 

,   Charges 

20  0  0 
10    0    0 

24 

„      Do.      . 

20    0 

0 

31 

,    Bank. 

50     0    0 

31 

„  John  Roberts 
,,  Discount 

4     0     0 

50    0 

0 

,   Capital 
,    Balance 

30  0  0 
50     0    0 

10     0     0 

590     0 

o 

hi   o   n 

5< >o    n    o 
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Explanation  of  Form  3 

In  businesses  where  discount  is  allowed  to  customers  to  any  extent, 
and  where  discount  is  allowed  by  creditors,  it  is  advisable  to  have  special 
columns  in  the  cash-book  for  discount,  as  the  method  of  recording  the 
discount  shown  in  Form  1  involves  a  considerable  amount  of  trouble.  In 
the  form  of  cash-book  now  submitted  there  are  two  money  columns  on  each 
side  headed  "  Discount  "  and  "  Cash."  The  discount  column  on  the  debtor 
side  is  for  the  purpose  of  having  inserted  in  it,  opposite  the  name  of  the 
customer,  the  amount  of  discount  allowed  to  the  customer  when  a  settle- 
ment takes  place.  The  discount  column  on  the  credit  side  is  for  discount 
allowed  by  creditors  at  settlement.  When  discount  is  allowed  to  a  cus- 
tomer the  net  amount  of  his  account  is  entered  in  the  debit  cash  column, 
and  the  discount  allowed  to  him  is  entered  in  the  debit  discount  column. 
For  example,  when  Hodge  &  Sons  settle  their  account,  which  amounts  to 
£151,  by  paying  £145  in  cash,  the  £145  is  entered  in  the  cash  column,  and 
the  discount  of  £6  allowed  to  them  is  entered  in  the  discount  column. 
The  full  amount  of  £151  is  posted  to  the  credit  of  Hodge  &  Sons'  account 
in  the  ledger.  When  discount  is  allowed  by  creditors,  the  net  amount  of 
their  account  is  entered  in  the  credit  cash  column  and  the  discount  is 
entered  in  the  credit  discount  column,  the  total  of  these  two  amounts 
being  posted  to  the  debit  of  the  creditor.  It  will  thus  be  observed  that 
the  discount  never  passes  through  the  cash  columns  at  all,  but  that  the 
discount  column  is  really  a  copy  of  what  would  appear  in  the  discount 
account  in  the  ledger  if  the  items  had  been  posted  in  detail.  The  totals  of 
the  discount  columns  may  be  posted  to  the  debit  and  credit  sides  respectively 
of  the  discount  account,  or  simply  the  excess  of  the  one  column  over  the 
other,  as  has  been  done  in  this  example. 


Dr. 


Cash-Book. — Form  4 


Cr. 


Fo. 

Bank. 

Cash. 

Fo. 

Bank. 

Cash. 

£     s. 

d. 

£     s.    d. 

£     s.  d. 

£     s.   d. 

Jan.  1. 

To  Balances    . 

400     0 

0 

100    0    0 

Jan.    2. 

By  R.  Raeburn 

190    0    0 

10    0    0 

2. 

,,   Discount    . 

10    0    0 

4. 

,,   Discount   . 

6    0    0 

4. 

,,   Hodge     & 

Sons 

151     0    0 

8. 
10. 

,,   Goods 
„   Bank  . 

10    0    0 

200    0    0 

10. 

„   Cash  . 

200    0 

0 

„   Wages 
„   Cash  . 

30    0    0 

15. 

,,   Goods 

5    0    0 

15. 

50    0    0 

„    Bank  . 

50    0    0 

24. 

,,   Rent  . 

20    0    0 

31. 

„  J.  Roberts. 

50    0 

0 

31. 

„   Charges 
,,   Capital 
,,   Balances 

360    0    0 

10    0    0 
30    0    0 

50    0    0 

(550     0 

0 

316     0     0  ! 

650    0    0 

316    0    0 

Explanation  of  Form  4 

In  this  form  a  bank  column  has  been  introduced,  and  all  the  bank 
transactions  go  through  the  two  columns  in  the  same  way  as  in  a  ledger 
account.  The  difference  between  the  two  bank  columns  shows  the  balance 
due  by  or  to  the  bank  at  any  time,  and  where  numerous  bank  transactions 
take  place  this  form  is  of  great  service. 

By  this  form  the  cash  transactions  are  kept  quite  separate  from  the 
bank  transactions. 

The  discount  has  been  treated  through  the  cash  columns,  as  in  Form  1. 
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Explanation  of  Form  5 

In  this  form  the  discount,  bank,  and  cash  transactions  are  recorded 
their  respective  columns. 

The  method  of  treating  the  discount  is  the  same  as  shown  in  Form  3, 
and  the  bank  columns  are  the  same  as  in  Form  4.  The  discount  and  bank 
columns  simply  take  the  place  of  these  two  accounts  in  the  ledger.  There 
is  no  necessity  for  keeping  a  bank  account  in  the  ledger,  as  all  the  particulars 
are  given  in  the  cash-book.  A  discount  account  is  usually  kept  in  the 
ledger,  to  which  the  totals  of  the  discount  columns,  or  the  balance  of 
discount,  may  be  posted  either  weekly  or  monthly. 
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Cash-Book. — Form  6 


Cr. 


Fo. 

Bank. 

Cash. 

—     - 

Fo. 

Bank. 

Cash. 

£     s.  d. 

£     s.  d. 

£     s.d. 

£  s.  %. 

Jan.  1 

To  Balance  on  hanc 

100  0   0 

Jan.  1 

By  Balance  in  Bank 

400  0  0 

2 

„   Bank 

190  0  0 

190  0  0 

2 

,,  R.  Raebur 

i 

200    0    0 

,,   Discount  . 

10  0  0 

4 

,,  Discount 

6    0    0 

4 

,,   Hodge  &  Sons 

151   0  0 

8 

,,  Goods 

10    0    0 

10 

,,   Bank 

30  0   0 

30  0  0 

10 

„  Bank 

200  0  0 

200    0    0 

15 

,,   Goods 
,,   Bank 

50  0   0 

5   0  0 
50  0  0 

24 

,,  Wages 
,,  Rent . 

30    0    0 
20    0    0 

24 

„     Do.  . 

20   0  0 

20  0  0 

,,  Charges 

10    0    0 

31 

,,   John  Roberts 

50  0   0 

31 

„  Bank 

50  0  0 

50    0    0 

,,    Balance  in  Bank 

300  0   0 

,,  Capital 

30     0    0 

„  Balance  on  hand 

50    0    0 

050   0  0 

600   0  0 

650  0  0 

600     0    0 

Explanation  of  Form  6 

The  method  of  treating  the  bank  columns  in  this  form  is  not  so 
effective  as  that  given  in  Forms  4  and  5,  the  bank  columns  being  merely 
analytical  columns,  and  not  principal  columns.  The  bank  transactions  are 
recorded  in  the  cash  columns  as  shown  in  Forms  1  and  2,  and  are  thereafter 
analysed  in  the  bank  columns.  By  this  method  the  balance  in  bank  can  be 
ascertained  at  any  time,  but  the  advantage  of  keeping  cash  transactions 
quite  distinct  from  bank  transactions  is  lost. 

This  form  could  be  extended  to  include  a  discount  column. 
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Cash-Book. — Form  7 


Cr. 


Discount. 

Bank. 

Cash. 

Fo. 

Discount.    '     Bank. 

Cash. 

£  s.   d. 
6    0    0 

£     s.  d, 
400  0  0 

200  0  0 
50  0   0 

£     s.  d, 
100  0  0 

145   0  0 

5   0  0 
50  0  0 

Jan.  1.  To  Balances 

2.  By  R.  Raeburn   . 
4.  To  Hodge  &  Sons 
8.  By  Goods    .... 
10.    ,,   Bank,  sum  paid  in 

,,   Wages    .... 

15.  To  Goods     .... 

,,   Bank,  cheque  cashed    . 

24.  By  Rent       .... 

,,   Charges 
31.  To  John  Roberts 

By  Capital  .... 
,,   Balances 

£    s.   d. 
10    0    0 

£    s.  d. 
190  0  0 

30  0  0 

50  0  0 
20  0  0 

360  0  0 

£    s.  d. 

10    0    0 
200    0    0 

10    0    0 

30    0    0 
50    0    0 

6    0    0 

650   0   0 

300  0  0 

10    0    0 

650  0   0 

300    0    0 

Explanation  of  Form  7 

This  is  similar  to  Form  5,  but  instead  of  having  the  particulars  of  trans- 
actions on  both  sides  the  particulars  follow  in  the  order  in  which  they  take 
place,  and  the  cash  is  separated  into  debit  and  credit  items.  This  method  of 
recording  the  particulars  in  one  column  is  of  considerable  advantage  when 
the  cash-book  is  a  columnar  one,  such  as  that  shown  in  Form  8. 
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Explanation  of  Forms  8  and  9 

The  method  of  treating  the  cash,  bank,  and  discount  is  similar  to  that 
in  Forms  5  and  7.  All  receipts  and  payments  are  analysed  out  into  various 
columns,  and  the  total  of  these  columns  may  be  posted  to  ledger  accounts. 
This  method  of  analysing  payments  saves  the  necessity,  for  example,  of 
posting  each  individual  payment  of  wages  to  the  debit  of  a  wages  account ; 
the  total  only  of  the  wages  column  need  be  posted  either  weekly  or  monthly. 

The  use  of  the  columns  "  Sales  "  and  "  Purchases  "  is  fully  shown  under 
"  Book-keeping." 

The  abstract  given  at  the  foot  of  this  form  is  used  in  order  to  prove  the 
accuracy  of  the  summations  of  the  various  columns,  except  the  discount 
column,  which  must  be  verified  by  actually  checking  the  summations. 

Instead  of  having  the  particulars  in  one  column  as  shown  in  Form  8,  the 
particulars  of  the  debit  items  may  appear  on  the  debit  side,  and  the 
particulars  of  the  credit  items  on  the  credit  side,  when  the  form  of  cash- 
book  would  be  as  in  Form  9. 

In  the  forms  already  given,  where  bank  columns  appear,  the  balance 
due  by  or  to  the  bank  is  ascertainable  from  the  cash-book.  Very  often, 
however,  it  may  not  be  desirable  to  show  the  balance  due  by  or  to  the  bank, 
and  this  may  be  accomplished  by  having  the  bank  columns'  totals  posted 
to  a  bank  ledger  account  weekly  or  monthly,  and  not  inserting  the  bank 
balances  in  the  cash-book. 


Explanation  of  Form  10 

By  this  form  the  total  cheques  drawn  from  the  bank  appear  on  the 
debit  side  in  the  bank  column,  and  this  total  (£290)  is  posted  to  the  bank 
account  in  the  ledger.  The  total  cash  paid  into  bank  (£250)  is  posted  to 
the  debit  of  the  bank  account. 

The  bank  account  in  the  ledger  would  appear  as  follows  : — 

Bank  Account 

Jan.     1.  To  Balance  £400     0     0     Jan.  31.  By  Cash     .         .         .      £290     0     0 

31.     ,,  Cash     ...         250     0     0  .,  Balance         .         .         360     0     0 


£400 
250 

0 
0 

0 
0 

£650 

0 

0 

£360 

0 

0 

£650     0     0 


Feb.    1.  To  Balance 

By  this  method  the  balance  at  or  due  to  the  bank  may  be  kept  quite 
private,  and  yet  the  posting  of  each  individual  bank  transaction  is  avoided. 

This  form  might  be  used  with  the  particulars  coming  after  one  another, 
as  shown  in  Form  7. 


[Form  10. 
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C  ash-Book. — Form  11 


6 

Cash 

Total  Cash 

Q 

Paid  to 

Total  Cash 

£ 

from  Bank. 

Received. 

£ 

Bank. 

Paid. 

£     s.   d. 

.   d. 

£      8.    (/. 

&     8.  a. 

To  Balance    . 

100     0    0 

Jan.    2 

By  R.  Raeburn 

200    0    0 

„  Bank 

190    0    0 

4 

,,    Discount 

6    0    0 

„  Discount  . 

10    0    0 

8 

,,   Goods 

10    0    0 

,,  Hodge  &  Sons  . 

151     0    0 

10 

,.    Bank 

200    0    0 

i     „  Bank 

30    0    0 

,,    Wages 

30    0    0 

..  Goods 

0     0    0 

24 

,,  Rent 

20    0    0 

..   Bank 

50    0    0 

„   Charges    . 

10    0    0 

„     do. 

20    0    0 

31 

„   Bank 

50    0    0 

.,  John  Roberts  . 

50    0    0 

,,   Capital     . 

30    0    0 

„  Receipts  from  Bank 

290    0    0 

,,   Payments  to  Bank  . 
,,    Balance    . 

250    0    0 

50    0    0 

606    0    0 

606    0    0 

Explanation  of  Form  11 

This  form  is  similar  to  Form  1,  with  the  addition  that  the  bank  trans- 
actions are  recorded  through  the  bank  columns.  The  totals  of  the  bank 
columns  are  posted  monthly  to  the  ledger  instead  of  each  individual  bank 
transaction  as  in  Form  1. 

The  entry  of  £290  on  the  debit  side  of  this  cash-book  is  the  sum  of  the 
total  cheques  drawn  on  the  bank,  and  this  amount  is  extended  into  the 
cash  column,  and  from  there  posted  to  the  credit  of  the  bank  account.  The 
extension  of  the  £290  into  the  cash  column  is  necessary,  as  the  payments 
by  cheque  appear  in  the  cash  column  on  the  credit  side.  The  payments 
into  bank  appear  on  the  credit  side  under  the  bank  column,  and  this 
total  is  extended  into  the  "  cash  paid  "  column,  and  from  there  posted  to 
the  debit  of  the  bank  account  in  the  ledger.  When  the  bank  columns  are 
summed  and  entered  in  the  cash  columns,  the  difference  between  the  debit 
cash  column  and  the  credit  represents  the  cash  on  hand.  The  cash  on  hand 
at  a  given  date  cannot  be  obtained  until  the  bank  columns  are  summed 
and  added  to  the  cash  columns. 

The  only  advantage  this  form  has  over  Form  1  is  that  the  bank  trans- 
actions are  posted  in  total  instead  of  individually. 

Form  10  does  away  with -the  difficulty  of  having  to  sum  the  bank 
columns  before  arriving  at  the  cash  on  hand  by  extending  the  individual 
bank  transactions  into  the  cash  column  at  the  time  the  transaction  takes 
place. 

In  Form  11  it  will  be  observed  that  the  discount  is  passed  through  the 
cash  columns,  but  the  discount  may  appear  in  separate  columns. 

A  cash-book  with  discount  columns  and  prepared  on  the  same  principle 
as  Form  11  is  now  given  (Form  12). 


Explanation  of  Form  13 

By  this  form  of  cash-book  no  posting  is  necessary  to  a  bank  account. 
The  cash  and  bank  transactions  are  recorded  as  one,  and  no  distinction  is 
made.  Cheques  other  than  cheques  cashed  appear  on  the  credit  side  under 
the  bank  column,  and  the  total  is  extended  into  the  cash  column.  Amounts 
received  from  customers  and  paid  direct  into  bank  are  recorded  as  shown 
in  John  Pioberts'  case.  The  total  of  the  debit  bank  column  is  extended 
into  the  cash  column. 
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32  CASH  CEEDIT 

When  these  extensions  have  been  carried  through  the  difference 
between  the  cash  columns  represents  the  cash  on  hand  and  in  bank. 

It  will  be  observed  that  cheques  cashed  and  amounts  paid  into  bank 
are  not  shown,  as  by  this  form  the  cash  on  hand  and  in  bank  are 
indistinguishable. 

The  bank  columns  might  be  omitted  altogether,  and  the  amounts 
placed  in  the  column  where  the  other  transactions  are,  but  it  is  better  to 
show  cheques  in  a  separate  column. 

By  this  method  of  keeping  a  cash-book,  the  cash  on  hand  per  the  cash- 
box  cannot  be  reconciled  without  first  of  all  ascertaining  the  cash  at  bank. 

Eecording  the  discount  in  separate  columns,  a  cash-book  prepared  on 
the  method  of  Form  13  would  be  as  in  Form  14. 

The  cash-book  most  suitable  for  any  business  will  depend  upon  the 
nature  of  the  business.  For  an  ordinary  merchant's  business  Form  5  will, 
as  a  rule,  be  found  most  satisfactory,  giving,  as  it  does,  columns  for 
discount,  bank,  and  cash.  In  businesses  where  it  is  not  necessary  to  keep 
a  discount  column  Form  4  will  be  found  most  satisfactory.  In  all  large 
businesses,  however,  where  the  most  perfect  system  of  book-keeping  is 
required,  and  where  it  is  desired  to  adopt  the  most  modern  methods,  the 
cash-book  shown  in  Form  8  is  the  one  which  would  likely  give  most 
satisfaction,  as  it  lends  itself  at  once  to  the  adoption  of  self-balancing 
ledgers,  by  means  of  which  any  errors  may  be  localised,  and  so  a  consider- 
able amount  of  time  saved. 

In  some  businesses,  in  addition  to  the  folio  columns  shown,  it  is  found 
of  advantage  to  keep  columns  for  the  number  of  the  vouchers  for  payments 
and  receipts,  and  for  the  numbers  of  the  cheques  issued,  but  it  is  unnecessary 
to  show  examples  of  these  special  forms.  In  businesses  where  all  the  cash 
transactions  are  passed  through  the  bank  a  simple  cash-book  with  bank 
columns  only  is  sufficient,  together  with,  where  required,  a  petty  cash-book 
for  the  sundry  small  outlays.     (See  also  "  Book-keeping.") 

Cash  Credit. — In  Scotch  banking  at  one  time  the  favourite  and 
most  convenient  method  by  which  a  trader  could  obtain  a  loan  from  a 
bank  was  by  means  of  being  permitted  to  overdraw  his  current  account  to 
a  certain  specified  limit.  The  advances  were  secured  to  the  bank  by  two 
or  more  cautioners,  or  by  securities  being  given.  The  great  advantage  of 
the  method  is  that  interest  is  only  paid  on  the  actual  amount  of  the  over- 
draft, which  may  vary  from  day  to  day.  The  method  is  not  so  popular  as 
it  was,  as  traders  find  they  can  get  bills  discounted  at  a  much  cheaper 
rate  of  interest,  even  if  they  have  to  go  to  London  to  do  so.  (See  also  "  Bond 
for  Cash  Credit.") 

Cash  Sales. — The  expression  "Cash  Sales"  embraces  all  trans- 
actions whereby  goods  and  merchandise  are  sold  on  condition  that  they  are 
immediately  paid  for  in  cash,  in  contradistinction  to  transactions  where  goods 
are  sold  on  credit,  the  payment  for  which  is  postponed.  There  are  various 
methods  of  keeping  a  record  of  cash  sales  in  a  business,  but  the  method 
adopted  in  any  case  depends  upon  the  particular  requirements  of  the 
business  under  consideration.  A  very  simple  plan  is  to  have  a  separate  till 
for  all  cash  received  in  respect  of  cash  sales  during  the  day.  The  cash  as  it 
comes  in  is  put  into  this  till  or  cash-box,  and  at  the  end  of  the  day  is  counted 
and  the  amount  entered  in  the  cash-book.  This  method  is  a  very  rude  plan, 
but  is  suitable  enough  where  the  owner  of  the  business  is  always  on  the 
spot.     In  many  cases,  however,  where  it  is  desired  to  have  a  check  on  the 
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cash  drawn  during  the  day,  a  duplicate  slip  book  is  given  to  each  of  the 
persons  who  sells  the  goods,  and  the  amount  of  each  sale  is  entered  on  these 
slips  ;  one  is  torn  out  and  handed  to  the  customer,  while  the  duplicate  is  kept. 
There  is  also  usually  provided  in  such  duplicate  slip  books  a  sheet  at  the 
end  of  the  book  to  which  the  various  totals  are  carried,  and  this  summary  is 
added  up  at  the  end  of  the  day,  and  the  total  of  all  the  salesmen's  books  is 
reconciled  with  the  cash  in  the  till.  It  is  also  customary  when  a  sale  takes 
place  for  a  salesman  other  than  the  one  making  the  sale  to  initial  the  slip 
when  he  has  satisfied  himself  that  the  amount  is  correct  This,  to  a  certain 
extent,  provides  against  error  or  fraud  except  where  the  salesmen  are  acting 
jointly  in  a  fraudulent  misappropriation  of  cash. 

Another  very  usual  way  of  keeping  an  account  of  cash  sales  is  by  means 
of  a  mechanical  cash  register.  The  customer  gets  a  ticket  showing  the 
amount  of  the  sale,  and  the  register  while  making  out  this  ticket  also  records 
on  the  sheet  provided  the  amount  of  the  sale.  This  sheet  which  is  in  the 
machine  is  added  up  at  the  end  of  the  day,  and  the  cash  in  the  till  should 
agree  with  the  amount  recorded.  This  system  is  very  good  where  the 
business  is  one  in  which  the  sales  are  not  split  up  into  departments.  Where 
there  are  various  departments  a  machine  would  require  to  be  kept  for  each 
department. 

In  a  business  where  there  are  various  departments  the  slip  method  is 
usually  adopted.  When  a  sale  takes  place  one  copy  of  the  slip  is  trans- 
mitted to  the  cashier  together  with  the  cash,  and  at  the  end  of  the  day  the 
amounts  on  these  slips  are  entered  into  a  book,  and  the  total  cash  sales  of 
each  department  is  ascertained. 

The  particular  method  to  be  adopted  to  record  the  cash  sales  which  take 
place  depends  on  the  class  of  business,  and  how  far  the  salesmen  can  be 
trusted. 

The  methods  of  recording  cash  sales  in  the  general  books  of  business  are 
various,  and  these  will  be  briefly  referred  to. 

In  every  case  the  amount  of  the  daily  cash  sales  should  be  passed 
through  the  general  cash-book.  After  this  is  done,  one  method  is  to  enter 
the  amount  in  the  sales  day-book  after  the  credit  sales,  the  day-book  on 
being  added  up  at  any  time  showing  the  total  sales,  both  cash  and  credit. 

Another  method  is  to  have  a  column  in  the  day-book  for  "  cash  sales," 
and  the  amount  is  entered  into  this  column  from  the  cash-book.  This 
method  has  the  advantage  of  showing  in  one  book  the  total  sales,  both  cash 
and  credit,  and  has  a  further  advantage  over  the  first  in  that  cash  sales  are 
distinguishable  from  credit  sales. 

In  these  two  methods  the  totals  of  the  day-book  would,  of  course,  be 
posted  to  the  credit  of  a  goods  account  in  the  general  ledger. 

A  third  method  is  to  post  the  cash  sales  to  the  credit  of  a  cash  sales 
account  in  the  ledger,  and  this  account  at  the  end  of  the  year  is  posted  to 
the  credit  of  the  goods  account.  This  method,  it  will  be  observed,  will  in- 
volve an  entry  in  the  ledger  for  each  of  the  daily  totals.  In  order  to  remedy 
this  a  column  is  very  often  provided  in  the  cash-book  for  "cash  sales," 
and  after  the  amount  of  these  has  been  entered  in  the  cash  column  it  is 
extended  to  the  "  cash  sales  "  column.  The  total  of  this  "  cash  sales  " 
column  at  the  end  of  the  month  is  either  posted  to  the  credit  of  the  goods 
account  direct,  or  entered  in  an  account  in  the  ledger  for  "  cash  sales,"  or 
it  may  be  entered  in  the  day-book. 

Whichever  method  is  adopted,  the  one  to  be  preferred  is  that  which  will 
show  at  any  given  time  the  amount  of  cash  sales  and  credit  sales  separately, 
and  this  can  be  attained  by  adopting  the  method  of  having  a  column  for 
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"  cash  sales  "  in  the  cash-book  or  day-book,  and  posting  the  total  to  the  credit 
of  an  account  in  the  ledger  for  "  cash  sales."  From  this  account  can  be 
ascertained  the  cash  sales  to  date,  and  these  can  be  compared  with  those  of 
previous  years. 

Casting1  Vote — Where  the  votes  at  a  meeting  are  equally  for 
and  against  a  motion  or  other  resolution,  the  chairman  usually  has  the 
privilege  of  giving  a  vote  in  order  that  a  decision  may  be  come  to.  This 
extra  vote  is  called  the  chairman's  casting  vote. 

In  some  cases  a  chairman  has  only  a  casting  vote,  so  that  he  can  only 
vote  when  there  is  an  equality  of  votes  of  those  present,  but  in  most  cases 
the  chairman  has  the  privilege  of  a  casting  vote  over  and  above  his  ordinary 
vote. 

At  common  law  a  chairman  has  no  right  to  a  casting  vote,  so  that  the 
regulations  governing  the  meeting  must  expressly  confer  the  privilege 
before  it  can  be  legally  taken  advantage  of. 

Cautionary  Obligations.  — Cautionry  in  Scotland  corre- 
sponds to  suretyship  in  England,  and  the  general  principles  which 
regulate  the  contract  are  practically  identical  in  both  countries.  In  many 
of  the  details  there  are,  however,  wide  and  important  divergences  which 
require  to  be  kept  constantly  in  view.  A  cautionary  obligation  or  a 
guarantee  is  an  obligation  accessory  to  a  principal  obligation,  and  the 
obligation  or  engagement  of  a  cautioner  is  a  collateral  one  to  the  effect  that 
in  the  event  of  the  principal  on  whose  behalf  the  obligation  is  undertaken, 
failing  to  pay  a  debt  or  perform  an  act,  for  which  he  is  or  may  become 
liable,  the  cautioner  will  do  so.  The  person  who  gives  the  promise  is  the 
cautioner,  surety,  or  guarantor ;  the  person  to  whom  the  promise  is  given 
is  the  creditor;  and  the  person  whose  liability  is  the  foundation  of  the 
contract  is  the  principal  debtor.  The  contracts  of  cautionry  and  guarantee 
for  all  practical  purposes  may  be  regarded  as  identical,  for  while  there  may 
be  a  difference  in  their  form,  their  essential  characteristics  and  the 
principles  of  law  by  which  they  are  regulated  are  identical. 

Essentials  of  the  Contract. — It  is  of  the  essence  of  a  cautionary  obliga- 
tion that  there  should  be  some  one,  independently  of  the  cautioner, 
primarily  bound  for  the  payment  of  the  debt  or  the  performance  of  the 
obligation ;  in  other  words,  the  obligation  of  the  cautioner  is  strictly  acces- 
sory and  conditional,  and  exigible  only  on  the  failure  of  the  principal  for 
whose  behalf  it  is  undertaken.  The  obligation  of  the  principal  debtor 
need  not  necessarily  be  one  for  the  payment  of  money,  but  may  be  for  the 
performance  of  an  act,  for  delivery  of  goods,  or  for  the  due  performance 
of  the  duties  of  an  office.  And  so  long  as  there  is  a  principal  obligation  it 
is  immaterial  whether  it  be  contracted  prior  to,  contemporaneously  with,  or 
subsequent  to  the  interposition  of  the  surety,  provided  it  is  clear  that 
the  obligation  of  the  cautioner  is  an  accessory  and  not  an  independent 
obligation.  If  the  primary  obligation  becomes  void  or  null,  for  any 
reason  such  as  inherent  illegality  or  impossibility  of  performance,  or 
because  the  debtor  is  not  legally  bound  or  is  a  person  incapable  of  bind- 
ing himself  contractually,  the  liability  of  the  cautioner  also  ceases  {Com. 
Bank  of  Tasmania,  L.R.  1893,  A.C.  313).  But  in  the  case  of  a  con- 
tract by  a  person  incapable  of  contracting,  and,  where  the  obligation  is 
naturally  good  though  not  legally  enforcible,  the  cautioner  must  be  presumed 
to  know  the  debtor's  condition,  and  to  engage  that  if  the  debtor  elect  to 
shield  himself  behind  his  legal  disability,  he  will  perform  his  obligation  in 
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his  stead:  Thus,  while  contracts  undertaken  by  married  women  and  by 
minors,  without  the  consent  of  their  curators,  are  not  enforcible  against 
them,  a  cautionary  obligation  undertaken  on  their  behalf  with  reference  to 
such  contracts  is  enforcible  against  the  cautioner  {Duncan,  1880,  6,  A.C.  1). 
Where  the  principal  obligant,  owing  to  informality  in  the  execution  of  his 
contract,  is  not  bound,  the  cautioner  may  still  be  liable,  at  least  if  he  were 
aware  of  the  informality.  But  while  a  cautioner,  who  undertakes  a  caution- 
ary obligation  in  the  full  knowledge  that  the  principal  obligant  for  whom 
he  becomes  surety  is  not  liable  in  terms  of  his  obligation,  is  still  bound,  he 
is  not,  strictly  speaking,  bound  as  a  cautioner,  but  rather  because  either  he 
is  barred  personali  exceptione  from  pleading  that  his  obligation  is  not 
enforcible  or  because  he  has  bound  himself,  not  as  a  cautioner,  but  as  a 
principal  and  independent  obligant.  It  is  also  of  the  essence  of  a  caution- 
ary obligation  and  resulting  from  its  character  as  an  accessory  obligation, 
that  the  principal  debtor  continues  to  be  bound  precisely  as  though  the 
cautioner  had  never  intervened.  If  in  any  way  as  a  result  of  the  inter- 
position of  the  surety,  the  principal  debtor  ceases  to  be  bound,  the  contract 
is  not  one  of  surety  but  of  delegation,  that  is,  the  substitution  of  one  debtor 
for  another.  It  is  further  essential  that  the  obligation  of  the  cautioner  be 
undertaken  for  the  benefit  of  the  creditor  in  the  primary  obligation  and  not 
of  the  debtor  or  of  any  third  party  {Milne,  1869,  8  M.  250).  As  no  one 
can  become  a  cautioner  for  himself,  it  follows  that  if  the  cautioner  be 
already  bound,  any  subsequent  obligation  on  his  part,  which  has  the  effect 
of  relieving  him  of  his  pre-existing  liability,  is  not  a  cautionary  obligation. 

Kinds  of  Obligation. — Cautionary  obligations  are  of  two  kinds,  proper 
and  improper.  In  a  proper  cautionary  obligation  the  obligation  of  the 
cautioner  is  ex  facie  of  the  deed  expressly  recognised  as  such;  while  in  an 
improper  cautionary  obligation,  the  cautioner  is  taken  bound  along  with 
the  primary  obligant  as  principal  debtor,  his  rights  as  a  cautioner  being 
renounced  quoad  the  creditor,  but  reserved  quoad  the  principal  debtor.  In 
the  former  kind  the  cautioner's  liability  emerges  only  on  failure  of  the 
principal  debtor  to  perform  his  obligation.  In  the  latter,  the  creditor  has 
recourse  against  each  of  them  for  the  whole  amount  due,  but  the  obligants' 
rights  inter  se  are  regulated  by  the  agreement  between  themselves,  the 
terms  of  which  may  competently  be  proved  by  parol  evidence  (Bell's 
Princ.  s.  267 ;  Hamilton  &  Co.  1889,  16  R.  1022). 

Constitution  of  the  Contract. — Prior  to  the  Mercantile  Law  Amendment 
Act  1856,  which  practically  extended  to  Scotland  the  law  of  the  statute  of 
frauds,  cautionry  or  guarantee  was  at  common  law  a  consensual  contract, 
written  evidence  being  necessary  only  in  order  to  constitute  a  legal  ground 
of  action.  The  Act  provides  that  all  guarantees,  securities,  or  cautionary 
obligations  .  .  .  shall  be  in  writing,  and  shall  be  subscribed  by  the  person 
undertaking  such  guarantee,  security,  or  cautionary  obligation  ...  or  by 
some  person  duly  authorised  by  him,  otherwise  the  same  shall  have  no 
effect.  While,  therefore,  for  the  constitution  of  a  cautionary  obligation  in 
Scotland,  as  in  England,  all  that  is  necessary  is  the  simple  consent  of 
parties,  before  it  can  be  made  a  ground  of  action  written  evidence  of  the 
contract  must  be  produced  (Wallace,  1895,  22  R.  (H.L.)  56).  For  all 
practical  purposes,  therefore,  it  may  be  said  that  to  constitute  a  cautionary 
obligation,  writing  is  necessary,  and  such  writing,  if  it  be  not  in  re  mercatoria 
or  perfected  rei  interventus,  must  be  holograph  of  the  grantor  or  executed 
according  to  the  usual  legal  formalities.  No  particular  form  of  words  is 
necessary  to  constitute  the  contract.  Even  a  writing  merely  importing  an 
undertaking  to  give  a  guarantee  when   required,  is,  if  acted  on  by  the 
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creditor  in  good  faith,  a  valid  cautionary  obligation  ( Wallace,  1895,  22 
E.  (H.L.)  56).  So  a  cautionary  obligation  may  be  instructed  by  a  corre- 
spondence between  parties,  by  an  offer  and  its  acceptance,  or  by  an  order 
to  lend  money  or  furnish  goods  on  credit  to  a  third  person.  The  capacity 
of  the  parties  to  enter  into  a  cautionary  obligation  is  regulated  by  their 
capacity  to  contract  in  general.  Thus  a  married  woman  is,  at  common 
law,  incapable  of  incurring  a  cautionary  obligation,  even  if  she  be  possessed 
of  a  separate  estate,  and  the  Married  Women's  Property  Act  has  not 
removed  her  disability.  A  partner  of  a  firm  cannot  bind  the  firm  by 
signing  the  firm's  name  to  a  cautionary  obligation,  unless  it  can  be  shown 
that  the  granting  of  such  obligations  is  necessary  and  incidental  to  the 
conduct  of  the  firm's  business,  or  provided  for  in  the  contract  of  co- 
partnery. But  proof  that  in  a  previous  course  of  dealing  a  firm  has 
guaranteed  the  debts  of  third  parties,  or  that  the  partners  have  been  in 
the  habit  of  granting  such  guarantees,  may  be  sufficient  to  make  the 
firm  liable.  A  company  incorporated  under  the  Companies  Acts  is 
not  bound  by  a  guarantee  given  by  a  director,  manager,  or  other  official, 
unless  power  to  bind  the  company  is  conferred,  expressly  or  by  clear 
implication,  in  the  articles  of  association  (Shiell's  Trs.  1884,  12  E.  (H.L.) 
14).  The  same  principles  apply  to  the  case  of  ordinary  commercial 
agents :  such  persons  have  no  implied  power  to  bind  their  principals,  and  to 
render  the  principal  liable,  the  authority  of  the  agent  must  be  express  or 
unequivocally  implied  by  the  nature  of  the  business. 

Negotiations  prior  to  Execution  of  Deed. — Though  there  is  no  duty 
on  the  creditor's  part  to  make  any  representation  whatever  to  a  proposed 
cautioner,  or  to  give  him  any  warning  or  information  as  to  the  extent 
of  the  risk  he  is  undertaking,  unless  he  be  expressly  asked  to  do  so 
{Young,  1889,  17  E.  231),  there  must  be  perfect  fairness  of  representation 
on  the  creditor's  part  in  order  to  render  the  cautioner  liable,  as  the  Court 
will  protect  the  cautioner  from  fraud  or  undue  concealment.  And  if 
the  creditor  choose  to  disclose  anything,  he  must  disclose  the  whole  state 
of  matters  between  him  and  his  debtor  material  to  the  obligation  about  to  be 
undertaken.  In  certain  circumstances  there  may,  however,  be  a  duty  on 
the  part  of  the  creditor  to  disclose  a  fact  of  which  the  cautioner  is  ignorant, 
as  where  the  creditor,  either  spontaneously  or  by  request,  describes  the 
proposed  transaction,  and  knowing  that  there  is  something  not  naturally  to 
be  anticipated  in  his  relations  to  the  principal  debtor,  which  is  unknown  to 
the  cautioner,  makes  no  mention  of  it,  fearing  that  if  the  cautioner  knew  it 
he  would  refuse  to  enter  into  the  contract,  his  non-disclosure  will  be  held 
equivalent  to  an  implied  representation  that  the  unusual  circumstance  did 
not  exist.  In  guarantees  of  good  conduct  the  principle  of  disclosure  of 
material  facts  is  more  strictly  interpreted  {French,  1893,  20  E.  966 ; 
Bank  of  Scot.  1893,  1  D.L.J.  20). 

The  Subscription  of  the  Contract. — It  is  the  duty  of  the  creditor  to  see 
that  the  signatures  of  the  cautioners  or  co-obligants  are  duly  adhibited 
to  the  obligation,  as  the  result  in  law  of  any  one  or  more  of  the  signatures 
to  an  obligation  being  forged  is  to  free,  not  only  the  person  whose  signature 
is  so  forged,  but  also  all  the  other  cautioners  or  co-obligants,  of  all  liability 
under  the  deed. 

Extent  of  Cautioner's  Liability.  —  Formal  cautionary  obligations  are 
strictly  construed,  and  nothing  will  be  inferred  which  the  terms  of  the 
obligation  do  not  expressly  warrant ;  but  ordinary  mercantile  guarantees  are 
construed  according  to  their  plain  meaning  in  reference  to  mercantile  trans- 
actions.     And  where  the  intention  of  the  writer  of  a  letter  is  not  free 
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from  doubt,  and  the  receiver  of  it  puts  on  it  a  certain  construction  of  which 
the  letter  is  fairly  susceptible  (though  capable  of  other  possible  interpreta- 
tions), and  the  writer  of  the  letter  accepts  the  construction  as  the  right  one 
by  allowing  it  to  be  acted  upon,  the  Court  will  hold  that  the  true  meaning 
of  the  letter  in  question  was  that  which  was  accepted  and  acted  upon  by 
both  parties  to  the  transaction  at  the  time  the  letters  passed  between  them 
(per  Lord  Kinnear  in  Wallace,  1895,  22  K.  (H.L.)  at  p.  62).  Therefore  in 
the  interpretation  of  such  obligations  the  surrounding  circumstances  may  be 
looked  at,  and  parol  evidence  of  the  intentions  of  the  parties  is  admissible. 
Further,  the  liability  of  the  cautioner  may  also  be  dependent  on  certain  con- 
ditions, either  suspensive  or  resolutive,  to  which  effect  will  be  given  in  the 
construction  of  the  document.  The  cautioner  can  in  no  case  be  bound  for 
more  than  the  sum  due  by  the  principal  debtor,  and  if  he  be  so  bound  he  is 
liable  only  for  the  amount  due  by  the  principal  debtor,  while  quoad  the 
excess  the  contract  is  void  (Jackson,  1875,  2  K.  882).  If  the  obligation  be 
expressed  in  general  terms,  the  actual  loss  sustained  by  the  creditor  through 
the  debtor's  failure  to  implement  his  obligation  is  the  amount  which  the 
surety  may  be  called  upon  to  pay  (Anderson,  1876,  3  K.  608).  Cautionary 
obligations  are,  as  a  general  rule,  presumed  to  refer  to  future  transactions, 
and  existing  debts  or  past  intromissions  are  not  covered  unless  the  terms  of 
the  obligation  are  such  as  to  show  that  they  were  clearly  meant  to  be 
included. 

Discussion  of  Principal  Debtor. — Prior  to  the  passing  of  the  Mercantile 
Law  Amendment  Act  1856,  it  was  necessary  in  Scotland,  before,  proceeding 
against  a  cautioner  in  a  proper  cautionary  obligation,  to  discuss  the  prin- 
cipal debtor;  that  is,  to  take  action  against  him  for  recovery  of  the 
amount  due,  and  to  follow  it  up  with  legal  diligence.  That  Act,  however, 
made  it  no  longer  necessary  to  do  so,  and  a  creditor  may  now  proceed 
directly  against  the  cautioner  without  even  having  first  constituted  his  debt 
against  the  principal  debtor  (Act,  sec.  8 ;  Morrison,  1870,  9  M.  35),  or  he 
may,  if  he  so  choose,  include  in  the  same  action  both  the  principal  debtor 
and  the  cautioner,  provided  that  no  stipulation  is  contained  in  the  obliga- 
tion that  the  principal  debtor  shall  be  discussed  before  calling  upon  the 
cautioner.  The  law  of  Scotland  is  now  therefore  assimilated  to  that  of 
England,  and  in  all  forms  of  cautionry  in  both  countries  the  creditor  may 
now  proceed  against  the  cautioner  without  first  discussing  the  principal 
debtor,  immediately  there  is  default  on  the  part  of  the  latter.  The  pro- 
visions of  the  Act  do  not  apply  to  obligations  ad  factum  praestandum,  and 
in  such  obligations  it  is  still  necessary  to  discuss  the  principal  obligant 
before  calling  on  the  cautioner  (Ersk.  iii.  3,  62 ;  Milne,  1684,  M.  3588). 
The  cautioner  has  a  right  to  avail  himself  of  any  defence  in  bar  or  reduc- 
tion of  payment  competent  to  the  principal  debtor,  but  in  taking  objection 
to  the  validity  of  the  debt  he  cannot  stand  in  a  better  position  than  the 
principal  debtor. 

Division. — The  right  of  division  arises  where  there  are  several  cautioners 
bound  jointly  or  conjointly,  and  its  effect  is  that  no  one  of  the  cautioners 
can  be  sued  by  the  creditor  for  more  than  his  pro  rata  share  of  the  sum 
due.  But  this  right  is  confined  to  proper  cautionary  obligations,  and  co- 
obligants  in  improper  cautionary  obligations  renounce  the  benefit  of  this 
right.  Therefore,  in  such  obligations  the  creditor  may  proceed  against  any 
one  of  the  co-obligants  for  the  whole  sum,  or  against  the  several  obligants 
in  such  proportion  as  he  pleases  (Richmond,  1847,  9  D.  633).  But  in 
proper  cautionary  obligations  when  a  plurality  of  persons  are  alleged  to  be 
bound  jointly  and  severally,  no  one  of  them  can  be  separately  sued  for  pay- 
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ment  or  performance  of  the  whole  debt  or  obligation  till  the  debt  or 
obligation  is  constituted  by  decree.  Payment  of  the  amount  due  or 
performance  of  the  obligation  may  be  made  by  any  one,  and  unless  the 
creditor  is  able  to  assign  a  satisfactory  reason  for  his  refusal,  he  has  no 
right  to  object  to  fulfilment  of  the  obligation  by  a  stranger.  A  stranger 
so  paying  is  entitled  to  an  assignation  of  the  debt  and  any  securities  held 
specially  therefor. 

Cautioner's  Right  of  Relief. — Cautioners  who  have  paid  the  whole  debt, 
or  any  part  of  it,  have  a  right  of  relief  or  indemnification  against  the 
principal  debtor  to  the  full  extent  of  the  obligation  which  they  have 
incurred  on  his  behalf,  and  this  right  is  one  which  arises  by  operation  .of 
the  law  without  any  formal  assignation  by  the  creditor,  and  subsists  where- 
ever  the  relation  of  principal  and  surety  exists,  whether  in  proper  or  improper 
cautionary  obligations.  The  cautioner  is  entitled  not  only  to  repay- 
ment of  the  amount,  with  interest,  which  he  has  paid  on  behalf  of  the 
debtor,  but  if  he  can  prove  that  in  consequence  of  the  debtor's  failure  to 
implement  his  obligation  he  has  suffered  damage,  he  is  entitled  to  recover 
the  amount  of  such  damage  from  the  principal  debtor,  including  all  reason- 
able expenses  legitimately  incurred.  But  as  he  is  entitled  to  indemnity 
only,  he  can  not  claim  more  than  what  he  has  actually  paid,  or  is  out  of 
pocket  over  the  transaction,  with  interest,  and  he  cannot  claim  at  all  if  in 
paying  he  has  not  been  under  reasonable  compulsion.  Where  a  cautioner 
has  actually  paid  the  debt,  he  is  entitled  to  an  assignation  of  it  and  of  any 
securities  held  against  it,  to  the  effect  of  enabling  him  to  take  proceedings 
against  the  debtor  as  though  he  were  the  original  creditor.  Payment  of  a 
part  only  of  the  debt  confers  no  such  right,  so  that  in  the  case  of  a  surety 
who  has  become  bankrupt,  payment  of  a  dividend  on  the  whole  debt 
confers  no  right  to  an  assignation  in  favour  of  the  trustee  {Eivart,  1865,  3 
M.  (H.L.)  36).  But  where  the  cautioner  undertakes  payment  of  periodical 
sums,  and  has  paid  up  all  that  was  due,  he  is  entitled  to  an  assignation  to 
the  extent  of  the  sums  paid,  although  his  whole  obligation  has  not  been 
implemented  {Lowe,  1825,  3  S.  543).  And  even  before  this,  if  the  debtor 
is  vergens  ad  inopiam,  the  Court  will,  on  equitable  grounds,  sustain  an 
action  of  relief  {Spence,  1834,  13  S.  199).  But  there  is  no  reciprocal  right 
on  the  part  of  the  creditor  to  claim,  on  the  debtor's  failure  to  pay,  any 
securities  which  he  may  have  deposited  with  the  surety  in  respect  of  his 
guarantee.  To  enable  the  cautioner  to  exercise  his  right  of  relief,  the 
creditor  must  so  act  towards  the  cautioner  as  to  preserve  intact  all  his 
remedies  against  the  principal  debtor,  whether  in  his  own  name  or  in 
that  of  the  cautioner. 

Relief  of  Cautioners,  inter  se. — All  cautioners,  whatever  be  their  liabili- 
ties towards  the  creditor,  are  liable  in  relation  to  each  other  only^ro  rata. 
The  claim  of  a  cautioner  for  contribution  from  his  co-cautioners  does  not 
arise  until  he  has  paid  more  than  his  pro  rata  share  ;  and  if  he  has  paid 
his  share  of  the  debt  he  may  compel  his  co-cautioners  to  pay  their  pro- 
portions. The  right  to  mutual  relief  arises  de  jure  without  any  assignation 
and  independently  of  any  clause  in  the  obligation  {Morton's  Trs.,  1892, 
20  K.  78).  But  each  is  bound  to  communicate  the  benefit  of  any  ease  or 
deduction,  as  well  as  of  any  security  which  he  may  obtain  over  the  estate 
of  the  principal  debtor.  Where  the  cautioners  bind  themselves  for  the 
same  debt  by  the  same  or  different  deeds,  but  the  liability  of  each  is 
limited  to  a  different  amount,  they  must  each  contribute  proportionally  to 
the  respective  amounts  of  their  liability.  The  cautioner  who  makes 
payment  to  the  creditor  is  entitled  to  demand  an  assignation  of  the  debt 
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from  the  creditor,  though  he  needs  no  assignation  to  enable  him  to  sue  his 
co-cautioners.  The  right  of  co-cautioners  to  relief  inter  se  cannot  be 
impaired  or  discharged  by  the  creditor  without  discharging  them  of  their 
liability. 

Extinction  of  Cautioner's  Liability.  —  The  cautioner  may  be  freed 
directly  by  direct  discharge,  the  principal  debtor  still  remaining  bound,  or 
by  the  expiry  of  the  period  to  which  he  is  bound  without  the  occurrence  of 
any  default  on  the  part  of  the  principal  debtor.  He  will  be  freed  by  the 
extinction  of  the  principal  debt,  as  by  the  creditor  allowing  it  to  prescribe 
and  substituting  a  new  debt  in  its  place,  as  the  extinction  of  the  principal 
debt  necessarily  involves  the  extinction  of  its  accessory  obligation  ;  or  by 
satisfaction  of  the  principal  obligation,  as  where  the  principal  debtor  pleads 
compensation  of  his  debt,  and  his  plea  is  sustained  (Hannay  and  Sons,  1877, 
4  K.  (H.L.)  43),  or  by  its  payment  either  by  the  principal  debtor  himself  or 
by  the  cautioner.  Payment  will  be  presumed  if  the  voucher  constituting 
the  debt  is  found  in  the  hands  of  either  the  principal  debtor  or  the 
cautioner.  The  payment  must  be  a  valid  payment,  and  the  creditor  is 
not  bound  to  accept  a  bill  or  note  in  discharge  of  his  debt,  though  if  a  bill 
be  taken  as  absolute  payment,  the  debt  will  be  discharged  even  if  the  bill 
be  dishonoured  at  maturity.  Cautioners  are  also  discharged  if  the  creditor 
does  anything  to  materially  prejudice  their  position  as  cautioners,  the 
question  whether  their  position  has  been  prejudiced  being  one  of  fact  and 
not  of  law.  If  a  creditor  does  any  act  injurious  to  the  surety  or  incon- 
sistent with  his  rights,  or  if  he  omits  to  do  any  act,  when  required  by  the 
surety,  which  his  duty  enjoins  him  to  do,  and  the  omission  proves  injurious 
to  the  surety,  the  latter  will  be  discharged.  As  examples  of  the  kind  of 
conduct  on  the  part  of  the  creditor  which  prejudices  the  cautioner's  position 
and  so  operates  his  discharge,  may  be  instanced  : — (a)  Extreme  neglect  on 
the  creditor's  part  of  legal  proceedings  ;  (b)  any  essential  alteration  of  the 
contract  without  the  cautioner's  knowledge  or  consent ;  (c)  giving  time  to 
the  principal  debtor  without  the  cautioner's  consent ;  (d)  by  the  release  of 
the  principal  debtor  without  the  cautioner's  concurrence ;  (e)  by  the 
release  of  a  co-cautioner  ;  or  (/)  by  the  creditor's  relinquishing  any  security 
over  the  debtor's  estate  without  the  cautioner's  consent,  (a)  Extreme  Neglect. 
— Mere  passive  inactivity  or  negligence  on  the  part  of  the  creditor  to 
enforce  his  legal  rights  is  not  sufficient  to  free  the  cautioner.  There  must 
be  such  a  degree  of  negligence  as  to  imply  connivance  or  fraud,  or  an 
omission  on  the  creditor's  part  to  do  something  which  he  had  contracted 
with  the  cautioner  to  do,  and  which  is  equivalent  to  a  positive  act ;  or  an 
omission  on  the  creditor's  part  to  preserve  or  perfect  his  title  to  a  security, 
whereby  the  surety  is  deprived  of  the  benefit  of  that  security ;  or,  in  the 
case  of  a  bill,  an  omission  on  the  creditor's  part  to  perform  his  duties  as 
holder,  or  undue  delay  in  negotiating  it.  (6)  Essential  Alteration. — 
Any  essential  alteration  in  the  respective  positions  of  the  creditor  and  the 
principal  debtor,  either  with  regard  to  the  principal  obligation  or  in  respect 
of  the  person  relied  on,  unassented  to  by  the  cautioner  during  the  existence 
of  the  obligation,  has  the  effect  of  freeing  the  cautioner.  Thus,  in  a 
guarantee  for  the  performance  of  a  particular  contract,  the  contract  must  be 
carried  out  strictly  in  the  manner  for  which  the  cautioner  became  responsible. 
As  where  a  proposal  to  a  guarantee  association  contains  a  clause  stipulating 
that  the  cash  of  a  teller,  whose  cash  transactions  it  was  proposed  to  insure, 
was  to  be  checked  in  a  particular  way,  though  the  bond  itself  did  not 
actually  incorporate  that  precise  condition,  the  bank  was  held  bound  to 
implement  the  condition,  it  being  a  matter  materially  affecting  the  risk  of 
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the  cautioner's  obligation  (Brit.  Guar.  Ass.,  1853,  15  D.  834;  see 
Dundee,  etc.,  Shippg.  Co.,  1881,  18  S.L.R  685).  (c)  Giving  Time.— 
An  agreement  on  the  part  of  the  creditor  with  the  principal  debtor,  without 
the  cautioner's  consent,  to  give  time  for  the  payment  of  the  debt,  is 
analogous  in  its  effect  to  the  relief  of  the  cautioner  by  a  change  in  the 
character  of  the  obligation  unassented  to  by  the  cautioner,  and  is  merely 
a  particular  application  of  that  principle.  Such  an  agreement  prejudices 
the  rights  of  the  cautioner,  since  it  deprives  him  of  the  chance  of  consider- 
ing whether  he  will  have  recourse  to  his  remedy  against  the  principal  or 
not,  and  puts  it  out  of  his  power  to  operate  the  same  remedy  against  the 
principal  debtor  as  he  might  have  done  under  the  original  contract. 
And  it  is  incompetent  for  the  creditor  to  plead  that  the  extension  of  time 
did  not  prejudice  the  surety,  or  was  even  for  his  benefit.  Where  the 
debt  is  payable  on  a  definite  date,  any  postponement  of  payment  beyond 
that  date  will  free  the  cautioner.  But  where  the  date  of  payment  is 
indefinite,  as  in  general  guarantees  for  the  price  of  goods  sold  or  money  to 
be  advanced,  it  becomes  a  question  of  fact  whether  there  has  or  has  not  been 
a  postponement  of  the  date  of  payment.  Generally  speaking,  the  creditor 
does  not  release  the  cautioner,  in  such  circumstances,  by  agreeing  to  give  the 
debtor  indulgence,  unless  such  indulgence  be  excessive  and  contrary  to  the 
usages  of  commerce,  or  unless  he  suspend  his  right  of  action  against  him  in 
an  exceptional  way  and  to  an  unreasonable  extent.  But  mere  delay  to 
enforce  payment  of  the  debt  will  be  sufficient  if  it  be  in  contravention  of  a 
contract  with  the  cautioner ;  as,  for  instance,  of  the  holder  of  a  bill  to 
present  it  for  payment  at  maturity,  such  delay  being  contrary  to  the  implied 
contract  between  the  parties  to  the  bill.  The  agreement  to  give  time  in 
order  to  free  the  cautioner  must  be  a  binding  one,  and  must  involve  an 
actual  giving  of  time  so  as  to  deprive  the  cautioner  of  his  remedy  against 
the  debtor.  The  taking  of  an  additional  security  has  no  effect  unless 
in  consideration  of  such  additional  security  time  is  given,  (d)  Release 
of  Debtor.  —  If  the  creditor,  without  the  assent  of  the  surety,  by  his 
own  act  destroy  the  debt,  or  derogate  from  the  power  which  the  law 
confers  upon  the  surety  to  recover  it  against  the  debtor  in  case  he  should 
have  paid  it  to  the  creditor,  the  surety  is  discharged.  If,  therefore,  the 
creditor  voluntarily  compounds  with  the  principal  debtor  for  the  debt,  and 
thereby  alters  the  cautioner's  security  or  increases  his  risk,  the  cautioner 
is  released,  (e)  Release  of  Co-Cautioner. — An  absolute  discharge  of  one 
cautioner  by  the  voluntary  act  of  the  creditor  operates  as  a  discharge  of  all 
the  other  cautioners  also.  The  principle  does  not,  of  course,  apply  unless 
the  cautioners  are  bound  in  solidum,  nor  where  the  discharge  is  qualified 
by  an  express  reservation  of  the  creditor's  rights,  which  must  appear  ex 
facie  of  the  document.  (/)  Release  of  Securities. — If  the  creditor  has  lost  or 
relinquished  any  securities,  or  wrongfully  or  negligently  permitted  them  to 
fall  into  the  debtor's  possession,  or  has  failed  to  make  his  title  to  them 
effectual,  the  cautioner  is  discharged  of  his  liability,  since  he  is  thereby 
prevented  from  effectually  working  out  his  relief  against  the  principal 
debtor.  But  the  discharge  is  only  pro  tanto  to  the  value  of  the  security  so 
discharged. 

Septennial  Limitation. — Cautionary  obligations  in  Scotland  fall  under 
the  septennial  limitation  introduced  by  the  Act  1696,  c.  5.  (See  "  Guaran- 
tee or  Guaranty.")  William  Wallace. 
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The  census — the  detailed  enumeration  of  all  the  people  present  within  a 
given  area  at  a  particular  time — is  one  of  the  most  important  statistical 
operations.  The  census  in  a  crude  form  existed  in  ancient  times,  when  it 
was  used  mainly  for  military  purposes.  It  was  a  regular  Roman  institution, 
one  of  the  principal  duties  of  the  censors  being  to  enumerate  the  citizens 
every  five  years  (Cicero,  Be  Leg.  book  iii.  c.  3).  The  Roman  census  was 
not  that  of  persons  only,  but  also  of  property — a  quinquennial  register 
being  prepared  for  purposes  of  assessment ;  but  the  modern  census  in 
Britain,  at  any  rate,  has  never  yet  attempted  anything  in  the  direction  of 
a  record  of  possessions  or  their  value. 

A  proposal  for  a  census  of  Great  Britain  was  first  made  in  1753,  and 
was  contained  in  a  Bill  for  taking  an  annual  account  of  the  total  number 
of  the  people,  and  of  marriages,  births,  and  deaths;  also  of  the  poor 
receiving  alms.  But  this  Bill  was  thrown  out  in  the  Lords,  who  took  the 
popular  side  on  this  question.  The  Bill  was  received  with  a  virulence  of 
animadversion  that  to-day  seems  astounding.  The  member  for  the  city 
of  York  said  : — "  I  did  not  believe  that  there  was  any  set  of  men,  or,  indeed, 
any  individual  of  the  human  species,  so  presumptuous  and  so  abandoned  as 
to  make  the  proposal  we  have  just  heard.  ...  I  hold  this  project  to  be 
totally  subversive  of  the  last  remains  of  English  liberty.  ...  The  new  Bill 
will  direct  the  imposition  of  new  taxes,  and,  indeed,  the  addition  of  a  very 
few  words  will  make  it  the  most  effectual  engine  of  rapacity  and  oppression 
that  was  ever  used  against  an  injured  people.  .  .  .  Moreover,  an  annual 
register  of  our  people  will  acquaint  our  enemies  abroad  with  our  weakness." 
The  scheme  was  denounced,  further,  as  being  borrowed  from  "  our  natural 
enemies,"  the  French,  and  as  "  costly  and  impracticable,"  and  likely  to  be 
followed  by  an  "  epidemical  distemper  "  !  These  Biblical  and  other  objec- 
tions to  the  census  gradually  disappeared.  A  great  change  in  the  public 
mind  had  come  about  before  1800,  when  a  new  Bill  was  introduced.  Instead 
of  the  fear  that  the  population  was  falling  off,  and  that  an  enumeration  would 
betray  the  insufficiency  of  our  supply  of  soldiers,  an  alarm  had  arisen  that 
the  people  were  increasing  too  rapidly  for  the  means  of  subsistence, — a  scare 
partly  due  to  a  dearth  at  this  time,  but  more  to  the  publication  in  1798  of 
the  essay  by  Malthus  on  the  Principles  of  Population.  It  was  now  seen 
that  a  census  was  for  several  reasons  absolutely  necessary ;  and  the  British 
population  Bill  was  passed  without  opposition  in  November  1800.  The 
periodical  enumeration  of  the  people  of  Great  Britain,  which  was  thus 
originated  in  March  1801,  has  been  made  ever  since  in  the  first  year  of 
each  decennium. 

The  prime  necessity  in  a  successful  census  is  simplicity  and  continuity 
of  system.     To  attempt  a  system  too  comprehensive  and  complicated  means 
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more  or  less  failure.  Though  requiring  unceasing  attention  to  details,  the 
census  system  of  England  and  Scotland  is  very  suitable,  simple,  and  con- 
sistent. And  from  an  inside  explanation  of  the  schedule — the  drawing  up 
of  which  is  the  chief  primary  step  in  the  process — the  British  census 
scheme  will  be  readily  seen  to  have  good  reason  for  each  of  its  main 
requirements. 

The  Schedule. — It  is  called  the  Occupiers'  Schedule  in  England,  and 
the  Family  Eeturn  Form  in  Ireland.  In  Scotland,  until  the  last  census 
(1901),  it  was  known  as  the  "  Householders'  Schedule,"  but  now  (with 
unimportant  exceptions)  the  English  and  the  Scottish  Schedules  are 
assimilated.  It  was  introduced  at  the  fifth  British  census  in  much  the 
same  shape  as  it  appeared  in  1901. 

One-third  of  the  space  in  the  schedule,  to  be  filled  up  by  the  occupier 
or  householder,  is  devoted  to  details  regarding  Occupation,  and  one-half  of 
the  back  of  the  schedule  is  filled  with  precise  instructions  as  to  the  stating 
of  employment.  The  particular  branch  of  the  trade  or  industry,  and  the 
material  worked  or  dealt  in,  have  to  be  specified ;  also,  whether  the  person 
is  an  employer  (other  than  of  domestic  servants) ;  a  worker  for  an  em- 
ployer ;  working  on  his  own  account ;  or  carrying  on  a  trade  or  industry  at 
home.  Particular  attention  is  drawn  to  the  fact  that  the  words  used  are 
Trade  or  Industry.  Such  details  are  not  asked  regarding  professional  and 
similar  non-productive  occupations, — the  object  of  the  required  information 
being  to  secure  a  sort  of  Industrial  census  concurrently  with  the 
counting  of  the  people. 

The  questions  as  to  occupation  being  answered  intelligently,  there  is 
ascertained  not  only  the  number  of  persons  employed  in  each  trade  and 
industry,  but  also  the  number  of  persons  in  each  grade  or  subdivision  of  a 
particular  trade  or  industry.  Eesults  of  the  greatest  value  are  thus  obtain- 
able from  the  careful  classification  of  employments,  with  the  numbers,  ages, 
and  sex  of  those  engaged  therein. 

In  the  earliest  censuses  there  was  a  rough  division  of  the  people  under 
the  three  headings  of  Agriculture,  Trade,  and  Others.  It  was  in  1831  that 
the  first  attempt  was  made  towards  a  more  detailed  tabulation.  In 
1841  all  the  principal  occupations  were  recorded.  In  1851  was  originated 
the  tabulation  now  used,  of  which  the  following  table  gives  the  essence : — 

Percentage  of  Persons,  in  Six  Social  Divisions,  of  different  Occupational  Glasses 


I. 

in  United  Kingdom. 
Class. 
Professional  Persons         .... 

Percentage. 
33 

II. 

Commercial          ..... 

4-4 

III. 

Domestic              ..... 

6-2 

IV. 
V. 

Agricultural  and  Fishing 

Industrial             ..... 

6-7 
239 

VI. 

Children,  and  Adults  with  no  specified  employment 

55-5 

100 

All  occupations  are  grouped  into  about  a  score  of  great  classes  (with 
numerous  sub-classes,  in  all  over  400  occupations),  subdivided  by  sex  and 
quinquennial  age  periods.  Imperial  or  Local  Government ;  Defence  of  the 
Country  ;  Eeligion,  Law,  or  Medicine  ;  Art,  Literature,  Science,  and  Educa- 
tion ;  Agriculture ;  and  Minerals,  are  some  of  the  leading  divisions. 

Children  and  women  give  some  trouble  in  classifying.     As  showing  the 
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decrease  in  the  too  early  employment  of  children,  it  may  be  mentioned  that 
in  England  the  dependent  women  and  children  increased  llf,  13,  and  18 
per  cent  in  the  respective  decades  preceding  1881,  and  almost  the  whole  of 
the  increase  lies  with  the  children ;  in  the  same  period  the  whole  popula- 
tion increased  12,  13,  and  14 J  per  cent.  It  is  to  be  noted,  however,  that 
there  was  a  considerable  increase  in  the  proportion  of  children  in  the 
population  during  these  thirty  years ;  and  changes  in  the  proportions  of 
age  and  sex  are  of  fundamental  importance  in  regulating  the  strength, 
development,  and  character  of  a  country's  population. 

In  column  4  of  the  schedule,  as  used  in  Scotland,  there  is  no  direct 
statement,  as  in  the  English  form,  of  Sex.  But  the  tabulation  is  facilitated 
by  a  subdivision  of  the  column,  the  ages  of  males  being  put  in  one  portion 
and  of  females  in  another. 

Statistics  as  to  age  were  first  attempted  formally  in  1821,  but  the 
answering  of  the  question  was  then  optional ;  and  the  attempt  was  so  un- 
successful that,  except  for  the  division  of  males  into  those  under  and  those 
over  twenty  years,  no  notice  was  taken  of  age  in  the  census  of  1831.  The 
census  of  1841  was  much  more  stringent,  and  required  the  exact  age. 

Table  showing  in  Ten  Groups  the  Percentage  of  Persons  at  different  Ages 


in  the  United  Kingdom. 

Age. 

Group     I.  From  birth  to  4  inclusive 


II. 

55 

5-14 

55 

III. 

55 

15-24 

55 

IV. 

5) 

25-34 

55 

V. 

55 

35-44 

55 

VI. 

55 

45-54 

55 

VII. 

J) 

55-64 

55 

VIII. 

55 

65-74 

55 

IX. 

55 

75-84 

55 

X. 

5) 

85-100 

(and  upwards) 

Percentage. 
12-0 
22-8 
196 
14-7 
11-3 

8-7 

5-9 

35 

1-3 
•2 


100 


In  the  matter  of  age  a  slight  element  of  inaccuracy  is  apt  to  creep  into 
the  census.  Many  elderly  people  born  before  the  compulsory  systems  of 
registration  are  uncertain  as  to  their  precise  age,  and  put  down  round 
numbers,  70,  60,  50.  But  this  does  not  always  make  an  error,  especially 
when  the  ages  are  tabulated  in  ten  year  groups.  Obviously  "Age  last 
birthday  "  is,  upon  an  average,  about  six  months  too  low ;  thus,  persons  put 
down  at  18  may  be  close  upon  19,  and  should,  strictly,  be  divided  over 
months  between  18  and  19,  and  so  on.  A  careful  study  of  the  Census 
Report  reveals  that  there  are  more  of  the  fair  sex  aged  about  25  than  can 
be  accounted  for.  Women  of  25  in  1901  must  have  been  15  in  1891.  But 
the  women  entered  in  the  schedules  as  25  exceed  the  young  girls  of  15,  of 
whom  they  should  be  only  the  diminished  survivors.  Allowance  has  to  be 
made  for  this  amiable  inaccuracy ;  and  a  double  explanation  of  its  cause  is 
offered  in  the  assertion  that  among  girls  of  the  working-class  there  is  a  wish 
to  appear  mature,  leading  to  over-statement,  in  order  to  obtain  better  paid 
situations ;  and  that  in  the  non-self-supporting  classes  there  is  an  even 
stronger  desire  to  remain  well  within  the  limit  of  the  most  marriageable 
age,  25  being  regarded  as  the  golden  age  for  matrimony. 

The  proportion  of  women  to  men  in  England  is  1069  to  1000,  and  in 
Scotland  where,  unlike  England,  the  rate  is  decreasing,  1057  to  1000.     In 
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this  particular,  as  in  others,  Ireland  is  peculiar,  her  total  population  in  1901 
being  (for  the  first  time)  below  that  of  Scotland,  although  her  male  popula- 
tion exceeds  that  of  Scotland. 

Any  person  who  refuses  to  give  information,  or  who  wilfully  gives  false 
information  as  to  any  of  the  particulars  in  the  census  schedule,  is  liable  to 
a  fine  not  exceeding  £5. 

Infirmities. — Just  as  allowance  has  to  be  made  in  calculating  the  strength 
of  a  nation  for  the  very  young  and  the  very  old,  information  has  to  be 
obtained  regarding  deductions  for  the  more  or  less  ineffective.  And  this 
information  is  sought  in  the  last  query  in  the  schedule,  by  means  of  which 
are  procured  statistics  regarding  the  numbers  of  the  (1)  Deaf  and  Dumb, 
(2)  Blind,  (3)  Lunatic,  and  (4)  Imbecile,  feeble-minded. 

The  final  word,  "  Feeble-minded,"  is  not  in  the  Census  Act  for  Great 
Britain,  nor  does  that  extra  word  appear  in  the  Irish  schedule ;  it  appears 
to  have  been  inserted  as  a  sort  of  synonym  to  meet  the  general  inquiry  as 
to  the  precise  meaning  of  imbecile,  which  is,  popularly,  that  of  "  idiot,"  as 
evidenced  by  the  Irish  form,  where  the  words  are  used  alternatively, 
"  Imbecile  or  Idiot."  Considerable  discussion  has  arisen  regarding  the  value 
of  the  answers  given  in  the  Infirmities  column  of  the  census  schedule. 
Hence  the  efforts  to  prevent  the  possibility  of  misunderstanding ;  and  the 
full  instruction  to — "  Write  the  precise  infirmity,  if  any,  as  above,  opposite 
the  name  of  the  person ;  and  if  the  infirmity  dates  from  childhood,  add 
from  Childhood.     Do  not  use  such  a  general  term  as  Afflicted,  or  Infirm" 

All  the  facts  collected  by  the  census  schedules  are  published  in  general 
abstracts  only.  Strict  care  is  taken  that  the  returns  are  not  used  for  the 
gratification  of  curiosity,  or  for  any  other  object  than  that  of  rendering  the 
census  as  complete  as  possible ;  and  if  any  person  employed  in  taking  the 
census  communicates  without  lawful  authority  any  information  acquired 
in  the  course  of  his  employment,  he  is  liable  to  punishment  under  the 
Official  Secrets  Act  of  1889. 

There  is,  therefore,  no  direct  use  made  of  the  first  column  in  the  schedule 
for  Name.  Column  9  collects  information  as  to  GAELic-speaking  persons, 
of  3  years  of  age  or  upwards ;  Irish  in  Ireland,  and  Welsh  in  Wales  and 
Monmouth  are  treated  somewhat  similarly.  But  it  is  not  established  that 
such  information  is  of  tested  and  proved  value,  especially  in  Ireland. 
Certainly,  however,  Welsh  is  on  the  wane  ;  and,  in  spite  of  Celtic  revivals, 
Gaelic  is  going  fast. 

Birthplaces. — The  column  headed  "  Where  Born  "  has  a  double  value  : 
it  shows  not  only  the  birthplaces,  but  also  indicates  the  migrations  of  the 
population.     The  birthplace  of  each  person  has  to  be  stated  precisely — 

(1)  If  in  England  or  Wales,  the  county,  and  town,  or  parish. 

(2)  If  in  Scotland  or  Ireland,  the  name  of  the  country  (in  English 
schedule). 

(3)  If  in  a  British  colony  or  dependency,  the  name  of  the  colony  or 
dependency. 

(4)  If  in  a  foreign  country,  the  name  of  the  country,  and  whether  the 
person  be  a  "British  subject,"  a  "Naturalised  British  subject,"  or  a 
"  Foreign  subject,"  specifying  nationality,  such  as  "  French,  German,  etc." 

The  Scottish  schedule  has  instructions  on  it  similar  to  the  above.  But 
in  the  Irish  form  the  heading  in  the  "  Where  Born  "  column  is  simply : 
"  If  in  Ireland,  state  in  what  county  or  city ;  if  elsewhere,  state  the  name 
of  the  country." 

There  are  comparatively  few  foreigners  in  Ireland.  Indeed,  the 
tendency   is  all   in  the  other  direction ;   and   the  decennial  decrease] 'of 
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248,000  shown  at  the  1901  census  as  having  occurred  in  Ireland  is  explained 
chiefly  by  Irish  emigration. 

The  exact  decrease  of  the  population  of  Ireland  since  1891  is  248,204 
persons,  being  at  the  rate  of  5-3  per  cent,  leaving  a  population  of  4,456,546, 
of  which  2,258,807  are  females,  and  2,197,739  males.  There  was  during  the 
decade  a  decrease  of  41,297  persons,  or  3*5  per  cent  in  the  province  of 
Leinster;  98,568,  or  8-4  per  cent,  in  the  province  of  Munster ;  38,463,  or 
2'4  per  cent,  in  the  province  of  Ulster;  and  69,876,  or  9*7  per  cent,  in  the 
province  of  Connaught. 

Religion. — Of  the  three  kingdoms,  Ireland  is  the  only  one  which  takes 
a  census  of  Keligious  Profession,  the  Irish  Census  Act  containing  a 
provision  for  taking  account  of  religions,  with  a  proviso,  however  (since 
1881),  that  no  person  shall  be  subject  to  any  penalty  for  refusing  to  state 
his  religious  profession.  Only  some  1200  failed  to  answer  the  religious 
query  definitely.  It  is  concluded,  accordingly,  that  the  people  in  Ireland  do 
not  regard  the  question  as  inquisitorial.  The  inquiry,  which  has  been  made 
now  successfully  at  five  censuses,  is  intended  almost  entirely  to  ascertain 
the  proportion  of  Protestants  to  Catholics. 

The  proportion  of  Eoman  Catholics  is  about  67  per  cent  in  Ulster,  97 
per  cent  in  Connaught,  and  74*27  for  the  whole  country ;  the  total  number 
of  persons  returned  as  of  the  old  religion  being  3,310,028.  This  number  is 
237,279,  or  6*7  per  cent,  under  the  number  so  returned  in  1891.  Episco- 
palians show  a  decrease  of  3'5  per  cent,  or  20,718,  their  number  in  1901 
being  579,385.  Presbyterians  remain  practically  stationary  at  443,494, 
their  decrease  being  only  0*3  per  cent ;  while  the  adherents  of  Methodist 
doctrines  are  increasing  at  the  rate  of  10*4  per  cent,  or  5745,  their  number 
now  being  61,255. 

Basing  their  proposal  upon  the  success  of  the  religious  census  in  Ireland, 
and  ignoring  the  different  conditions  of  the  countries,  enthusiastic 
statisticians  have  again  and  again  urged  upon  the  Government  the  adoption 
of  a  similar  question  in  the  schedule  for  Great  Britain.  And  in  1880  the 
subject  was  warmly  debated  in  Parliament ;  but  the  religious  question  was 
rejected.  A  reliable  census  of  religious  beliefs  in  Great  Britain  is  probably 
impossible. 

Housing  of  the  Population. — At  present  in  the  English  schedule  the 
householder  has  to  enter  simply  a  statement  of  the  number  of  rooms,  and 
that  only  in  those  cases  where  the  number  of  rooms  occupied  is  fewer  than 
five.  In  Scotland,  however,  it  has  always  been  recognised  that  the  question 
of  housing  is  one  of  the  first  importance.  Section  12,  sub-section  (4),  of  the 
Census  (Great  Britain)  Act  provides  that  in  the  application  of  the  Act  to 
Scotland,  "  The  particulars  to  be  furnished  by  the  enumerators  shall  show, 
with  respect  to  each  dwelling-house,  the  number  of  rooms,  including  a 
kitchen  (if  any)  as  a  room  having  a  window,  not  being  a  window  with  a 
borrowed  light." 

Accordingly,  in  Scotland  the  census  tables  show  clearly  the  numbers  of 
houses,  persons,  and  windowed  rooms.  Such  figures  have  been  obtained  in 
Scotland  since  1861 ;  and  they  have  been  the  basis  of  improvement  in  the 
housing  of  the  people. 

The  results  of  1901  reveal  a  continuance  of  the  improvement.  There 
are  now  more  persons  to  each  family  compared  with  1891 — 4-62  compared 
with  459.  There  are  fewer  families  to  a  house,  1*07  and  1*04;  and  fewer 
persons  to  each  house,  4'92  and  4*82.  There  are  now  also  more  rooms  to 
each  family,  3*02  in  1891,  3*13  at  last  census;  and  fewer  persons  to  each 
room,  1'48  compared  with  1*52.     The  following  table  of  housing  for  six 


46 


CENSUS 


selected  towns  gives  a  general  idea  of  the  condition  of  Scotland  in  this 
important  particular : — 


Housing  of  the  Population  of  Scotland,  1901 


Percentage  of  Individuals  occupying  Houses  of  from  1  to  10  Rooms  inclusive. 

Town. 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Room. 

Rooms. 

Rooms. 

Rooms. 

Rooms. 

Rooms. 

Rooms. 

Rooms. 

Rooms. 

Rooms. 

Glasgow 

16-28 

45-50 

19-08 

6-85 

2-83 

1-84 

1-12 

0-85 

0-70 

0-65 

Edinburgh  . 

8-98 

29-86 

20-29 

12-96 

5-96 

3-76 

2-26 

2-15 

2-01 

1*81 

Dundee 

11-29 

51-83 

20-19 

6-62 

2-30 

1-49 

1-24 

0-90 

0-60 

0-54 

Aberdeen 

6-08 

33-28 

29-99 

12-39 

3-30 

3-16 

2-74 

2-04 

1-45 

0-85 

Paisley 

13-53 

49-80 

19-77 

6-54 

2-55 

1-24 

0-93 

0-95 

0-73 

0-46 

Leith  . 

8-77 

42-78 

23-31 

9-19 

3-42 

2-54 

1-96 

1-43 

1-07 

0-97 

In  Scotland  every  dwelling  (1)  with  a  distinct  outside  entrance  from  a 
street,  road,  court,  or  lane ;  or  (2)  with  a  door  opening  directly  into  a 
common  stair  or  passage,  is  reckoned  a  separate  house. 

Although  the  figures  regarding  housing  in  England  are  not  so  minute 
and  complete  as  those  for  Scotland,  they  also  indicate  continuous  improve- 
ment. In  1901  inhabited  houses  numbered  6,266,496,  compared  with 
5,451,497  in  1891,  an  increase  of  15  per  cent,  while  for  the  decade  which 
ended  in  1891  the  rate  of  increase  was  no  more  than  12*8  per  cent.  The 
rate  of  increase  of  population  for  1891  was  1T65,  and  for  1901,  12-17,  the 
respective  total  figures  being  29,002,525  and  32,526,075 ;  and  if  the  rate  of 
growth  realised  in  the  past  intercensal  period  is  maintained,  the  population 
of  England  and  Wales  in  the  middle  of  1911  will  be  36,588,288. 

Uninhabited  houses  and  houses  in  process  of  construction  likewise  show 
a  large  advance,  the  former  from  372,184  to  449,396,  an  increase  of  20*75 
per  cent,  and  the  latter  from  38,387  to  62,296,  an  increase  of  62-28  per  cent. 
These  large  increases  contrast  with  an  absolute  decline  recorded  from  1881 
to  1891.  The  number  of  families  is  increasing  at  a  rate  proportionally 
larger  than  that  of  the  total  population.  There  is  a  decrease  compared 
with  1891  in  the  average  number  of  occupants  to  each  inhabited  house,  the 
numbers  since  1871  being  5*33,  5*38,  5*32,  and  5*19  ;  and  this  is  noteworthy 
in  view  of  the  strong  tendency  to  urban  aggregation,  with  its  consequent 
evil  of  overcrowding.  The  counties  in  which  there  have  been  the  highest 
rates  of  increase  include  those  affected  by  proximity  to  London. 

Since  the  first  census  the  population  of  London  has  increased  at  the 
following  rate : — 


1801 

958,863 

1831 

.      1,654,994 

1811 

.      1,138,815 

1841 

.      1,948,417 

1821 

.      1,378,947 

1851 

.      2,362,236 

1861 

.     2,803,989 

Greater  London 

.      3,222,720 

1871 

.      3,254,260 

55 

55 

.      3,885,641 

1881 

.      3,816,483 

55 

55 

.      4,766,661 

1891 

.      4,228,317 

55 

55 

.      5,633,806 

1901 

.      4,536,063 

55 

55                                 ' 

.      6,580,616 

Ireland  shows  12,075  fewer  inhabited  houses  than  in  1891 ;  and  returns 
also  3262  more  as  "  Uninhabited"  than  in  1891,  the  latter  being  an  increase 
of  4*7  per  cent.  But  the  population  of  that  country  does  not  show  a 
prosperous  record  since  its  first  census  in  1821 : — 
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1821 

6,801,827 

1871 

.  5,412,377 

1831 

7,767,401 

1881 

.   5,159,839 

1841 

8,196,597 

1891 

.   4,704,750 

1851 

6,574,278 

1901 

.   4,456,546 

1861 

5,798,967 
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Method  and  Machinery  of  Census. — The  general  manner  of  census- 
taking  is  much  the  same  all  over  the  world. 

In  England,  from  1801  to  1831,  the  census  was  taken  by  overseers  of 
the  poor.  The  Census  Act  of  1841  directed  that  the  work  should  be  under 
the  control  of  the  Eegistrar-General. 

Each  of  the  registration  districts  constitutes  a  principal  census  division, 
and  a  plan  of  division  of  each  registration  district  is  drawn  up,  showing  the 
enumerators'  districts.  At  the  same  time  a  list  of  enumerators  proposed 
to  be  employed  is  submitted  by  the  registrar,  each  registrar  selecting  his 
own  enumerators. 

Obviously  a  point  of  primary  importance  is  the  obtaining  of  competent 
enumerators  "  not  younger  than  18  years,  nor  older  than  65,"  acquainted, 
preferably,  with  the  local  boundaries  and  the  ways  of  the  people.  "  Any 
clergyman  or  any  professional  man  who  takes  an  interest  in  the  people  of 
the  place  might  be  invited  to  act "  (Instructions  to  Local  Officers,  etc.).  But, 
except  when  a  registrar  is  unable  to  obtain  a  person  to  fill  a  vacancy,  he  is 
not  to  act  himself  as  an  enumerator. 

The  work  of  each  enumerator  consists  in  leaving  a  schedule  with  every 
occupier  of  a  house  in  his  district,  during  the  week  previous,  taking  a  note  of 
every  schedule.  On  the  morning  following  Census  Day  he  begins  to  collect 
the  schedules,  seeing  that  all  he  left  are  accounted  for.  Where  necessary 
he  helps  householders  in  filling  in  details,  sometimes  requiring  to  complete 
the  schedule  himself.  In  Scotland  the  enumerator  enters  the  number  of 
windowed  rooms  into  a  compartment  on  the  back  of  the  schedule.  In 
his  note -book  he  records  the  number  of  persons  temporarily  absent  and 
temporarily  present,  distinguishing  males  and  females,  and  giving  reasons 
for  their  absence  or  presence  if  any  are  obtainable  worthy  of  general  note ; 
also  the  numbers  of  uninhabited  and  unoccupied  houses,  and  the  houses  in 
course  of  construction,  in  his  district. 

The  schedules  having  been  all  collected,  the  English  and  Scottish 
enumerator  (though  not  the  Irish)  settles  down  to  a  spell  of  transcribing, 
for  he  has  to  copy  carefully  all  the  particulars  from  each  schedule  into  a 
large  Enumeration  Book — making,  finally,  a  summary  of  its  contents, 
showing  precisely  the  population,  rooms,  and  houses  in  his  district  at 
midnight  on  Census  Day. 

In  Ireland  the  census  enumeration  is  taken  by  the  Eoyal  Irish  Con- 
stabulary and  the  Dublin  Metropolitan  Police  ;  and  these  officers  and  men 
successfully  perform  the  work,  which  is  of  a  more  intricate  nature  than  in 
England  and  Scotland.  For,  in  addition  to  an  elaborate  "House  and 
Building  Return,"  there  are  several  special  forms,  such  as  "  C. — Return 
of  the  Sick  at  their  own  homes"  All  the  Irish  schedules  and  returns  are 
sent  (without  transcribing)  to  the  Census  Office  in  Dublin. 

Double  schedules  are  supplied  for  large  households  and  hotels.  For 
public  institutions  and  barracks  or  camps  special  enumeration  books  are 
issued,  to  be  filled  up  by  the  head  of  the  institution  or  the  chief  resident 
officer ;  and  in  barracks  the  paid  enumerator  is  generally  the  barrack-master 
or  quartermaster. 

In  Ireland  five  different  forms  are  printed  specially  for  the  enumeration 
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of  similar  places,  with  headings  Barrack,  Workhouse,  Hospital,  Prison,  or 
College  and  Boarding  -  School  Return,  and  four  forms  for  recording  the 
number  of  students  or  pupils  "  on  the  books  of  each  college  or  boarding- 
school  on  any  day  or  days  of  the  fortnight  ending  the  11th  May  1901 " ; 
and  other  similar  information,  which  the  heads  of  educational  establishments 
in  Ireland  are  required  to  give  during  the  progress  of  the  census  tabulation. 
Education  is  not  included  in  the  English  and  Scottish  census  ;  but  the  Irish 
Family  Schedule  asks  the  head  of  the  family  to  state  whether  each  person 
can  read  and  write,  read  only,  or  cannot  write. 

The  work  of  the  Central  Census  Office,  under  the  superintendence  of 
the  Eegistrar- General  for  Ireland,  is  conducted  upon  lines  similar  to  that 
of  England  and  Scotland. 

A  complex  system  of  checks  is  necessary  to  secure  accuracy  in  any 
census ;  the  enumerator  checks  the  householder,  and  is  checked  by  the 
registrar,  whose  results  are  revised  in  Scotland  by  the  sheriff-clerk ;  and  the 
Census  Office  tabulates,  summarises,  and  collates  minutely  and  critically, 
and  repeatedly  revises  the  whole. 

Shipping. — The  schedules  containing  information  as  to  the  population 
on  board  ships  are  collected  and  forwarded  to  the  Census  Office  in  the  case 
of  the  Royal  Navy  through  the  Admiralty,  and  in  the  case  of  the  mercantile 
marine  by  the  Registrar-General  of  Shipping  and  Seamen,  London.  British 
vessels  reaching  port  up  to  30th  June  are  included,  in  order  to  take  in  the 
ships  from  China,  India,  and  Australia.  A  special  shipping  schedule  is 
prepared,  on  which  are  provided  spaces  for  showing  the  place  at  which  the 
schedule  is  delivered  to  the  master,  the  position  of  the  vessel  at  midnight 
on  Census  Day,  and  the  number  of  persons — crew  or  passenger — who  were 
on  shore  on  the  night  of  the  census.  The  Customs  officers  of  the  various 
ports  fill  in  the  compartments  stating  the  port  to  which  the  ship  belongs, 
her  tonnage,  whether  steam  or  sailing,  and  how  employed.  The  occupation 
columns  here  are  easily  filled  in  for  the  most  part,  and  show  the  rating  of 
each  of  the  crew.  From  the  various  ports  the  schedules  are  sent  to  the 
Registrar-General  of  Shipping  and  Seamen  at  the  Custom  House,  London, 
who  forwards  them  to  the  Registrars-General  of  England,  Ireland,  and 
Scotland.  The  British  Empire  in  1903  comprehends  more  than  12,000,000 
square  miles,  with  a  population  of  about  one-fourth  of  the  whole  globe ; 
being  430,000,000,  of  which  upwards  of  52,000,000  are  white  people;  and 
of  these  the  number  in  the  United  Kingdom  is  nearly  42,000,000  people. 
In  1871  the  population  in  all  parts  of  the  world  of  the  British  Empire  was 
235,000,000,  occupying  about  8,000,000  square  miles. 

A  uniform  census  of  the  whole  British  Empire,  to  be  published  in  one 
volume  on  the  lines  of  the  General  Report  of  the  Irish  Census,  was  suggested 
by  the  Imperial  Federation  League,  for  the  reason  chiefly  that  govern- 
mental relations  between  the  United  Kingdom  and  its  dependencies  would 
be  better  determined  by  a  uniform  imperial  census.  But  uniformity  (save 
as  to  number,  sex,  and  age)  is  impossible  for  so  wide  an  area  and  diverse  a 
population  at  so  varying  stages  of  civilisation,  the  various  climates  and 
productions  also  helping  to  render  a  uniform  classification  of  occupations 
impossible.  However  desirable,  such  a  census  is,  accordingly,  at  present 
impracticable  ;  and  the  Colonies  are  continuing,  for  the  most  part,  to  collect 
facts  by  their  censuses,  and  to  classify  them  in  their  own  methods.  Canada, 
for  example,  follows  the  United  States  partly  in  having  an  extremely 
exhaustive  series  of  questions  regarding  its  population  of  3,800,000  British 
and  1,400,000  French.  One  or  two  of  the  Australian  Colonies  also 
attempt  to  ascertain  an  astounding  number  of  facts  regarding  land  and 
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house  property,  sheep  and  cattle,  in  their  continent  with  its  total  population 
of  4.600,000  whites. 

As  in  the  States  and  Canada,  the  census  of  India  has  to  be  rehearsed, 
the  enumerators  being  allowed  a  prolonged  period  for  completing  their  task. 
The  population  is  divided,  on  the  basis  of  language,  into  118  groups  and 
twelve  leading  divisions.  Of  its  300  millions  about  295  are  brown,  and 
only  a  little  over  100,000  white  persons. 

The  area  of  England  is  58,310  square  miles;  Ireland,  32,353;  and 
Scotland,  30,406 ;  their  respective  percentages  of  the  whole  area  being  48, 
27,  and  25. 

The  population  of  the  United  Kingdom  on  the  night  of  the  31st  of 
March  1901  amounted  to  41,454,724  persons,  showing  an  increase  of 
3,721,802  upon  the  population  enumerated  at  the  previous  census  in  1891. 
This  increase  exceeded  by  nearly  a  million  the  increase  recorded  in  the 
preceding  decennium  1881-91.  The  natural  increase  of  population  in  the 
United  Kingdom  during  the  intercensal  period  1891-1901,  by  excess  of 
births  over  deaths,  was  4,311,543  ;  it  appears,  therefore,  that  the  loss 
of  population  in  the  United  Kingdom  during  the  period  through  excess  of 
emigration  over  immigration  amounted  to  about  590,000. 

Population  of  the  United  Kingdom  at  Nine  successive  Censuses 


1821.           1831. 

1841. 

1851. 

1861. 

1871. 

1881. 

1891. 

1901. 

United     \ 
Kingdom  / 

England   . 
Wales  .     . 
Scotland  . 
Ireland     . 

20,893,584 1 24,028,584 

26,730,929 

27,390,629 

28,927,485 

31,484,661 

34,884,848 

37,732,922 

41,454,724 

11,281,883: 13,090,523 

718,353        806,274 

2,091,521     2,364,386 

6,801,827     7,767,401 

15,002,443 

911,705 

2,620,184 

8,196,597 

16,921,888 
1,085,721 
2,888,742 
6,574,278 

18,945,444 
1,111,780 
3,062,294 
5,798,967 

21,495,131 
1,217,135 
3,3(10,018 
5,412,377 

24,613,926 
1,360,513 
3,735,573 
5,174,836 

27,483,490 
1,519,035 
4,025,647 
4,704,750 

30,805,466 
1,720,609 
4,472,103 
4,456,546 

Constantly  receiving  a  stream  of  emigrants  from  these  Isles,  America 
has  long  since  outgrown  the  mother  country.  Since  1870  the  United 
States  have  increased  at  the  rate  of  12,000,000  in  each  decennial  period. 


1870 
1880 


38,558,371 
50,155,783 


1890 
1900 


62,622,250 
76,295,220 


The  population  of  the  United  States  in  1830  was  only  12,866,020 ;  in 
1800,  5,308,483 ;  and  in  1790,  3,929,214. 

Greater  New  York  had  3,437,202  in  1900,  against  2,500,000  in  1880. 

America  has  got  ahead  of  the  old  country  in  the  size  of  her  census 
schedule.  Property,  industries,  and  churches  are  included  in  the  United 
States  census  returns,  which  occupy  fully  five  years,  and  are  issued  in  twenty- 
five  large  volumes. 

Cities. — In  spite  of  the  United  States  being  largely  agricultural  the 
increase  in  the  urban  population  between  1870  and  1900  was  about  17 
millions.  In  earlier  times  Britain's  non-agricultural  population  was  in  all 
the  world  the  largest;  now,  however,  the  industrial  inhabitants  are 
increasing  portentously  not  only  in  the  States,  but  also  in  France  and 
Germany.  These  three  great  rivals  have  now  a  large  mass  of  industrial 
population.  The  States  and  Germany  are  travelling  upwards  more  rapidly 
than  we,  and  have  larger  additions  to  their  population  to  draw  upon. 

The  tendency  to  drift  townward  is  evinced  everywhere.  As  men 
mature  they  leave  birthplaces  for  work-places.  Town  population  is  growing 
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at  the  expense  of  country,  purely  agricultural  counties  being  deserted  for 
manufacturing,  coal,  and  industrial  districts.  For  example,  the  town 
districts  in  Scotland  have  increased  in  the  last  ten  years  by  15*12  per  cent, 
the  mainland  rural  only  by  0*87  per  cent ;  while  the  insular  rural  districts 
have  actually  decreased  by  3*40  per  cent.  In  short,  out  of  a  total  increase  of 
446,400  the  towns  contained  442,200.  Edinburgh's  population  illustrates 
the  urban  development.  In  1831  the  capital  had  136,294  inhabitants;  in 
1851,  160,302 ;  in  1871,  196,979 ;  in  1891,  261,225 ;  and  in  1901,  316,479. 

The  population  grows  generally  with  greatest  rapidity  at  sea-ports, 
although  there  the  women  tend  to  outnumber  the  men  owing  to  the  dangers 
of  the  sea. 

Massing  of  persons  together  into  stupendous  aggregations  is  the  chief 
feature  of  all  recent  censuses.  It  is  a  movement  of  concentration 
accompanied  by  expansion.  The  movement  has  its  climax  in  the  metropolis. 
Greater  London,  with  its  6,600,000  inhabitants,  is,  however,  really  a  federa- 
tion of  29  self-governing  boroughs.  Its  population  equals  that  of  all 
Belgium,  is  greater  than  that  of  Portugal  or  Sweden,  half  again  as  much  as 
Scotland  or  Ireland,  and  quite  twice  that  of  Switzerland. 

Groivth  of  Cities,  having  100,000  Inhabitants  or  more,  in  the  United 
Kingdom,  Germany,  and  France,  from  the  first  British  Census  to 
the  last : — 
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United  Kingdom. 

German  Empire. 

France. 

Number 

of 
Cities. 

Population 

at 

Census. 

Number 
of 

Cities. 

Population 

at 

Census. 

Number 
of 

Cities. 

Population 

at 

Census. 

1801 
1851 
1871 
1901 

2 
11 
18 
39 

1,100,000 

4,620,000 

7,120,000 

13,522,000 

2 

6 

10 

33 

272,000 

998,000 

2,200,000 

9,129,000 

3 

5 

9 

15 

766,000 
1,716,000 
3,280,000 
5,466,000 

The  total  number  of  the  population,  their  conjugal  condition,  and  the 
proportion  of  the  sexes,  their  ages,  their  dwellings,  their  occupations,  their 
birthplaces,  and  their  migration, — these  are  the  main  objects  of  the  great 
analytical  process  of  the  Population  Census. 

The  census  results  form  the  basis  for  legislation,  administration,  and 
assessment,  and  for  the  calculation  of  rates  of  mortality  and  other 
important  vital  statistics.  Its  figures  intermingle  also  with  life  at  other 
points,  appearing  in  various  retrospects,  reviews,  and  summaries ;  also  in 
calculation  of  the  consumption  per  head  of  whisky  and  tobacco,  meat  and 
milk,  and  in  statements  as  to  our  trade  supremacy.  (See  "Mortality 
Experience.")  G-.  T.  Bisset-Smith. 

Cent. — The  term  "per  cent"  is  a  contraction  for  "  per  centum"  and 
is  used  to  denote  a  certain  rate  per  100.  Thus,  interest  at  3  per  cent 
per  annum  means  that  £3  is  given  for  the  use  of  £100  for  a  year. 

In  currency  the  cent  denotes  certain  small  coins  which  are  one-hun- 
dredth part  of  the  standard  unit.  Thus,  in  the  United  States  the  cent  is 
the  hundredth  part  of  the  dollar,  or  about  equivalent  to  our  halfpenny.  In 
France  the  centime  is  the  hundredth  part  of  a  franc,  or  about  one-tenth  of 
a  penny.  In  Holland  the  cent  is  the  one-hundredth  part  of  a  guilder,  or 
about  one-fifth  of  a  penny. 
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Certificate,  Share. — A  share  certificate  is  a  document  signed 
by  one  or  more  officials  of  a  company  certifying  that  a  certain  number  of 
shares  is  held  by  the  owner  of  these  shares.  When  a  transfer  of  shares 
takes  place  the  certificate  must,  as  a  rule,  be  produced  to  the  company 
along  with  the  transfer.  A  share  certificate,  although  registered  in  the 
buyer's  name,  is  worthless  in  the  event  of  the  seller's  signature  on  the 
transfer  having  been  forged,  and  no  claim  can  be  upheld  against  the 
company  notwithstanding  the  registration  of  the  transfer  and  the  issue  of 
the  certificate.  The  Forged  Transfer  Act  of  1891  gives  a  company  power 
to  compensate  the  holder  so  defrauded.  (See  "  Company,  Membership 
in  a  Company.") 

C.f . — Contraction  for  Cost  and  Freight. 

Chairman. — The  person  who  presides  over  a  meeting.  The  elec- 
tion of  a  chairman  is  usually  provided  for  in  the  regulations  governing  the 
meeting.  Where  there  are  no  such  regulations  the  chairman  is  elected  by 
those  present  from  among  their  number. 

The  chairman  of  a  Board  of  Directors  of  a  joint-stock  company  usually 
presides  as  chairman  at  a  meeting  of  shareholders,  and  this  is  generally 
provided  for  by  the  Articles  of  Association. 

(See  also  "  Casting  Vote.") 

Chambers  Of  Commerce.  — Chambers  of  commerce  are  bodies 
of  business  men  who  combine  to  promote  measures  calculated  to  benefit  and 
protect  the  mercantile  and  trading  interests  of  their  members  and  of  the 
districts  to  which  they  belong ;  to  represent  and  express  their  views  on  com- 
mercial affairs  ;  to  collect  information  bearing  upon  trade  and  manufactures ; 
and  to  attain  such  other  objects  of  advantage  to  commerce  generally  as  the 
exertions  of  individuals  may  be  less  able  to  accomplish.  They  have  been 
described  as  "the  eyes  and  ears  of  commerce."  They  originated  on  the 
continent  of  Europe,  and  now  there  are  chambers  of  commerce  in  all  the 
more  important  business  centres  in  the  United  Kingdom.  By  focusing  the 
views  of  the  mercantile  community  and  making  representations  to  Govern- 
ment by  means  of  petitions,  memorials,  deputations,  etc.,  they  influence 
legislation  affecting  trade,  and  thus  form  an  important  link  between  the 
commerce  of  the  country  and  Parliament.  Some  chambers  have  arbitra- 
tion committees,  to  which  local  trade  disputes  may  be  referred  with  a 
view  to  amicable  settlement.  In  various  of  the  larger  chambers  there 
are  trade  committees  and  sections  which  watch  over  the  interests  of  the 
staple  branches  of  industry  represented  in  the  districts.  The  Govern- 
ment occasionally  takes  means  to  elicit  the  views  of  chambers  of  com- 
merce when  about  to  introduce  legislation  of  an  important  character 
affecting  commercial  interests,  or  when  making  representations  to  foreign 
powers  with  reference  to  the  customs  or  tariffs  of  these  countries.  Most 
of  the  chambers  have  committees  whose  duty  it  is  to  watch  the  progress 
in  Parliament  of  all  bills  affecting  trade,  and  by  criticism  and  reports 
upon  these  measures  to  bring  them  under  the  notice  of  their  members 
with  a  view  to  united  action.  In  recent  times  a  number  of  the  British 
chambers  have  devoted  special  attention  to  rendering  more  efficient  the 
systems  of  commercial  and  technical  education.  A  considerable  number 
of  chambers  of  commerce  are  incorporated  bodies.  Meetings  of  members 
are  held  periodically,  and  annual  reports  are  issued  giving  detailed  accounts 
of  their  proceedings. 

There  are  twelve  chambers  of  commerce  in  Scotland.     The  latter  part  of 
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the  eighteenth  century  was  a  period  of  rapid  commercial  development  in 
Scotland,  and  business  men  naturally  took  opportunity  to  combine  in  order 
to  advance  their  interests  and  the  trade  of  the  country  generally.  Accord- 
ingly, we  find  the  first  Scottish  chamber — the  Chamber  of  Commerce  of 
Glasgow — instituted  and  incorporated  by  royal  charter  in  1783.  The 
Glasgow  Chamber  is  a  vigorous  body,  with  a  membership  of  nearly  1000 
and  an  annual  income  of  between  £500  and  £600.  It  carries  on  its 
operations  on  independent  lines  with  marked  success.  The  next  Scottish 
chamber  to  come  into  existence  was  the  Edinburgh  Chamber  of  Commerce 
and  Manufactures,  which  was  organised  in  1785  and  incorporated  in  1786. 
The  archives  of  the  chamber  show  that  at  the  time  of  its  origin  "  Scot- 
land, which  in  times  past  could  scarcely  be  considered  in  any  other 
light  than  that  of  a  warlike  nation,  has  of  late  years  made  rapid 
advances  in  trade  and  manufactures."  The  objects  the  promoters  had 
in  view  are  set  forth  in  the  old  records  as  follows :  "  To  give  spirit  and 
vigour  to  commerce  and  manufactures,  assistance  to  genius  and  industry, 
to  protect  the  just  rights  of  individuals,  to  encourage  the  active  and  dis- 
courage the  idle,  are  objects  which  have  a  manifest  tendency  to  render 
people  great,  prosperous,  and  happy,  and  such  are  the  purposes  of  the 
present  institution."  The  chamber  has  a  membership  of  about  500.  It 
took  a  leading  part  in  supporting  the  movement  which  culminated  in  the 
establishment  of  free  trade,  and  was  an  early  advocate  of  the  acquisition 
of  the  telegraphs  by  the  State.  It  has  also  taken  a  special  interest  in  the 
reform  of  the  bankruptcy  laws,  and  throughout  its  history  has  occupied 
a  prominent  position  on  questions  affecting  commerce,  whether  local  or 
national. 

The  English  chambers  of  commerce  are  of  more  recent  date.  Bir- 
mingham Chamber  of  Commerce  and  Port  of  Plymouth  Incorporated 
Chamber  of  Commerce  were  established  in  1813,  the  Manchester  Chamber 
in  1820,  the  Hull  Chamber  in  1837,  and  the  Chambers  of  Leeds  and 
Bradford  in  1850.  The  Manchester  Chamber  (Incorporated),  with  a 
membership  of  nearly  1800,  carries  on  very  extensive  operations.  It 
has  connected  with  it  a  Tribunal  of  Arbitration,  to  which  many  trade 
disputes  are  referred  for  settlement — including  disputes  as  to  damage  to 
goods,  infringement  of  trade  marks  and  designs,  and  the  interpretation  of  and 
liability  under  trade  contracts.  Another  important  feature  of  this  Chamber 
is  the  Testing  House  Section,  with  an  expert  staff  for  the  purpose  of  testing 
samples  of  yarn,  textiles,  chemicals,  and  produce  submitted  for  examination. 
The  Liverpool  Chamber  is  an  influential  body,  established  in  1850  and  in- 
corporated in  1874.  It  has  a  membership  of  between  1700  and  1800,  and 
in  1901  its  income  derived  from  subscriptions  alone  amounted  to  over 
£1800.  The  chamber  is  divided  into  sections,  such  as  the  cotton  trade 
section,  African  trade  section,  iron  and  metal  trade  section,  etc.  The 
London  Chamber  was  established  in  1882,  and  has  a  membership  of  nearly 
4000.  As  is  to  be  expected  in  view  of  the  large  trading  interests  which  it 
represents,  this  chamber  is  possessed  of  great  influence,  and  its  opinions  on 
all  questions  affecting  trade  are  of  much  weight.  The  chamber  is  divided 
into  committees  and  sections,  such  as  arbitration  committee,  naval  and 
military  defence  committee,  fur  and  skin  trade  section,  coal  trade  section, 
Canadian  trade  section,  etc.  Under  its  patronage  classes  in  commercial 
subjects  are  conducted,  and  it  has  inaugurated  a  system  of  commercial 
certificates  for  successful  students.  The  Chamber  of  Commerce  Journal  is 
published  monthly  by  the  London  Chamber  of  Commerce,  and  the  Man- 
chester and  Liverpool  Chambers  also  issue  monthly  magazines. 
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In  Ireland  there  are  chambers  of  commerce  in  Dublin,  Belfast,  Cork 
Londonderry,  etc. 

The  Association  of  Chambers  of  Commerce  of  the  United  Kingdom, 
formed  in  1860,  has  its  headquarters  in  London.  About  100  English, 
Scottish,  and  Irish  chambers  are  connected  with  it.  Its  affairs  are 
managed  by  an  executive  council,  and  meetings  are  held  annually  at  which 
the  associated  chambers  are  represented  by  delegates,  and  an  extensive  pro- 
gramme of  business  is  discussed.  The  association  is  gradually  becoming 
recognised  as  an  official  channel  of  communication  between  the  commercial 
interests  of  the  country  and  the  Government  of  the  day. 

On  the  continent  of  Europe  there  are  chambers  of  commerce  estab- 
lished in  most  of  the  large  industrial  cities.  In  France,  chambers  of 
commerce  are  founded  by  Government  authority,  the  law  relating  to  their 
constitution  and  working  having  been  codified  in  1898.  The  local 
authorities  of  the  various  districts  select  from  the  commercial  community 
the  constituency  which  elects  the  membership  of  the  chambers.  The 
membership  of  a  chamber  cannot  number  fewer  than  nine  nor  exceed 
twenty-one,  except  in  Paris,  where  it  may  be  thirty-six.  There  are  138 
chambers  of  commerce  in  France.  The  Chamber  of  Commerce  of 
Marseilles  is  said  to  have  been  established  about  the  end  of  the  fourteenth 
century.  In  September  1902  the  Lyons  Chamber  held  its  bicentenary 
celebrations,  having  been  founded  in  1702;  and  several  other  chambers  in 
France  originated  about  the  same  time.  In  Germany,  chambers  of  com- 
merce are  also  on  an  elective  basis,  and  are  under  the  supervision  of  a 
minister.  They  are  very  similar  to  French  chambers  of  commerce  as 
regards  their  constitution  and  functions.  There  is  a  chamber  in  most  of 
the  large  German  towns.  In  Italy,  chambers  of  commerce  are  created  by 
a  royal  decree,  and  may  be  dissolved  by  the  same  means.  There  are 
between  seventy  and  eighty  Italian  chambers  of  commerce.  They  are  on  a 
representative  basis.     There  are  also  chambers  of  commerce  in  Holland,  etc. 

In  the  United  States  of  America  there  are  flourishing  chambers  of 
commerce  in  nearly  all  large  centres  of  industrial  enterprise.  As  in  the 
United  Kingdom,  the  chambers  of  commerce  of  America  are  voluntary 
associations.  The  Chamber  of  the  State  of  New  York  was  founded  in  1768. 
The  Cincinnati  Chamber  of  Commerce  was  organised  in  1838  and  incorporated 
in  1850.  Its  membership  numbers  between  800  and  900.  Among  the 
functions  of  this  chamber  is  the  establishment  of  appropriate  rules  for  the 
conduct  and  regulation  of  trade  operations  and  obligations  incident  thereto. 
It  also  appoints  inspectors,  weighers,  gaugers,  and  measurers,  and  super- 
vises and  regulates  their  actings. 

There  is  a  vigorous  chamber  in  Yokohama,  Japan,  which  carries  on  its 
operations  with  much  activity  and  issues  monthly  reports. 

In  India,  and  in  most  of  the  British  colonies,  there  are  numerous 
chambers  of  commerce.  In  Canada  the  chambers  are  generally  known  as 
boards  of  trade,  and  the  Canadian  Board  of  Trade  is  composed  of  a  number 
of  the  most  important  chambers  in  the  Dominion. 

Congresses  of  chambers  of  commerce  of  the  British  Empire  are  organised 
by  the  London  Chamber.  Four  of  these  have  been  held  in  London  at 
intervals  of  a  few  years  between  the  meetings.  The  fourth  Congress  was 
held  in  1900,  and  as  a  new  departure  the  Fifth  Congress  will  be  held 
in  Montreal,  on  the  invitation  of  the  Board  of  Trade  of  that  city,  in 
August  1903. 

There  is  a  British  Chamber  of  Commerce  in  Paris,  and  a  Chamber  of 
Commerce  of  Egypt  with  branches  at  Alexandria,  Cairo,  and  Suez.     There 
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are  French,  Anglo-Belgian,  Spanish,  Italian,  and  other  foreign  chambers  of 
commerce  in  London.  There  is  also  in  London  a  Federation  of  Foreign 
Chambers  of  Commerce  in  the  United  Kingdom.  A.  K.  Wright. 

Champerty. — A  bargain  whereby  one  party  is  to  assist  the  other 
financially  in  recovering  property,  or  other  thing  in  action,  for  a  share 
in  the  proceeds  of  the  action  is  known  as  champerty.  Such  bargains  are 
illegal,  and  are  made  punishable  by  a  number  of  old  statutes. 

Change. — An  abbreviation  for  exchange.  Also  used  to  express 
coins  of  a  relatively  smaller  denomination  than  some  other  coin,  as  the 
change  of  a  pound. 

Charge  and  Discharge  Accounts.— An  Account  Charge 

and  Discharge  is  an  account  in  which,  under  properly  analysed  heads,  a 
person  charges  himself  with  certain  sums  or  estate  which  he  should  have 
received,  and  in  the  discharge,  credits  himself  with  the  sums  which  he  has 
paid  away.  This  form  of  accounting  is  usually  adopted  in  Scotland  in 
preparing  trust  and  executry  accounts,  and  was  until  recently  used 
in  preparing  municipal  and  police  accounts.  In  England  the  accounts  of 
executors  are  usually  submitted  in  the  form  of  ledger  accounts.  (See 
"Executorship  Accounts.")  As  a  rule  the  trustees  or  executors  begin 
the  charge  and  discharge  account  by  placing  as  the  first  item  of  the  charge 
the  estate  as  at  the  commencement  of  the  trust  or  executry,  and  the  last 
item  of  the  discharge  is  the  estate  as  at  the  close  of  the  account. 
Subsequent  accounts  begin  with  the  estate  as  at  the  close  of  the  former 
account.  This  is  the  most  complete  and  best  form  of  preparing  an  account 
charge  and  discharge,  but  very  often  the  estate  is  shown  at  the  beginning 
and  end  of  the  account  in  a  separate  vidimus  instead  of  being  incorporated 
in  the  account  itself.  When  the  estate  is  so  shown,  one  vidimus  should 
always  be  reconciled  with  the  previous  vidimus  so  as  to  show  how  the  estate 
has  been  increased  or  decreased.  Such  accounts  are  prepared  from  the 
ledger  account  of  the  trust  or  executry.  In  preparing  such  accounts,  if 
they  are  of  any  extent,  it  is  usual  to  analyse  on  columnar  money  paper  the 
items  in  the  ledger  under  the  various  heads  of  the  charge  and  discharge 
account  so  that  the  Account  Charge  and  Discharge  may  be  written  up  at 
once.  Thus  the  analysis  of  the  account  given  in  the  first  example 
would  be : — 

Charge 


Estate 
Realised. 

Deposit 
Receipts 
Uplifted. 

Rents. 

Interests. 

Dividends. 

£       s.     d. 

£        s.      d. 

£ 

s. 

d. 

£      s.     d. 

£ 

s.     d. 

10     0     0 

500     0     0 

*200 

0 

0 

1     9     7 

*200 

0     0 

500     0     0 

*150 

0 

0 

76     0     0 

*150 

0     0 

*  See  Dividends 

*    50 

0 

0 

7     3     0 

* 

200 

0 

0 

*  2310     0     0 

150 

0 

0 

*  1490     0     0 

50 

0 

0 

*    See  Rents 

* 

* 

4310     0     0 

500     0     0 

800 

0 

0 

84  12     7 

350 

0     0 

*  These  items  fall  to  be  apportioned  between  capital  and  revenue. 
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Discharge 


Debts 
due 
by 

Expenses 

Expenses 

athbed 

and 

Duty 

Legacies. 

of 
Realisation 

Lodged 

on 

Loans 
on 

Payments 

of 
Management 

uncial 

paid. 

chargeable 

Deposit 

Heritable 

chargeable 

penses. 

paid. 

to 

Receipt 

Security. 

to 

Capital. 

Revenue. 

S.      d. 

£       s.     d. 

£        s.     d. 

£         ,n-.       d. 

£      s.    d. 

£      8.      d. 

£         s.     d. 

£ 

s.    d. 

£      s.    d. 

0     0 

15     1     6 

*  137     7  10 

100     0     0 

55     2     3 

500     0     0 

4000     0      0 

100 

0     0 

*  See  Duty  paid 

0     0 

2  4     2 

3  4     2 
30     3     2 

500     0     0 

200 
300 

0     0 
0     0 

9     4     2 
4     3   10 

0     0 

50  13     0 

137    7  10 

100     0     0 

55     2     3 

500     0     0 

4500     0     0 

600 

0     0 

13     8     0 

*  This  item  falls  to  be  apportioned  between  capital  and  revenue. 

Charge  Totals. 

Discharge  Totals. 

£4310     0     0 

£36     0     0 

500     0     0 

50  13     0 

800     0     0 

137     7  10 

84  12     7 

100     0     0 

350     0     0 

55     2     3 

500     0     0 

4500     0     0 

600     0     0 

13     8 

0 
1 

£5992  11 

Balance  per  Current 

Account 

52     1     6 

£6044  12     7 

£6044  12 

7 

From  this  analysis  the  Account  Charge  and  Discharge  would  be  written 
up,  as  it  is  at  once  seen  what  headings  are  necessary  and  what  items  should 
go  under  the  various  headings. 

The  main  objection  to  keeping  trust  accounts  by  the  method  of  one 
ledger  account  during  the  whole  period  and  an  Account  Charge  and 
Discharge  which  is  prepared  at  the  close  of  the  period,  is  the  difficulty  of 
ascertaining  any  particulars  which  may  be  required  during  the  year,  or 
between  the  periods  of  preparing  the  accounts.  Where  analysed  ledger 
accounts  are  kept  this  objection  is  done  away  with,  and  the  Account  Charge 
and  Discharge  may  then  be  prepared  at  once  from  the  analysed  ledger 
accounts  without  the  trouble  of  analysing  the  general  ledger  account  by 
the  method  shown  above. 

The  Account  Charge  and  Discharge  is  made  up  from  the  cash  or  ledger 
account  of  the  trust  or  executry,  together  with  the  inventory  of  the  estate 
in  the  case  of  the  first  account.  The  charge  side  begins  with  the  estate  as 
given  up  in  the  inventory,  then  follows  the  estate  realised,  and  any  amount 
realised  beyond  what  appears  in  the  inventory  is  carried  out  into  the 
account.  The  simplest  way  to  accomplish  this  is  to  have  a  column  in  the 
left  margin  with  the  heading  "Amount  per  Inventory,"  and  into  this 
column  is  inserted  the  figures  as  shown  in  the  inventory.  Opposite  this 
figure  in  the  account  will  be  the  sums  realised.  If  the  column  containing 
the  amounts  realised  is  in  excess  of  the  column  showing  the  value  as  per 
inventory,  the  total  of  this  latter  column  is  deducted  from  the  other  column 
and  the  difference  extended  into  the  account.  Should  the  value  of  the  estate 
realised  be  less  than  what  appeared  in  the  inventory,  the  decrease  will  form 
a  deduction  from  the  first  item,  "  Estate  as  given  up  in  Inventory." 

If  the  estate  is  to  be  held  for  the  life-rent  of  some  person  the  next 
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heading  in  the  Account  Charge  and  Discharge  would  be  for  revenue  received, 
and  the  revenue  for  the  year  or  period  will  be  entered  here  under  appropriate 
headings. 

The  discharge  side  of  such  an  account  contains  two  main  divisions,  one 
for  capital  payments  and  another  for  revenue  payments.  Under  these 
two  leading  headings  appear  sub  -  headings  classifying  the  capital  and 
revenue  charges. 

The  last  item  on  the  discharge  side  is  usually  "  Estate  as  at  close  of 
Accounts."  This  item  consists  of  all  the  estate  unrealised  and  any  new 
investments  made.  Investments  made  will  appear  on  the  discharge  side, 
but  the  amount  is  not  extended  into  the  account  as  the  investments  appear 
in  detail  in  the  item,  "  Estate  as  at  close  of  this  Account." 

In  connection  with  the  preparation  of  the  first  Account  of  Charge  and 
Discharge  of  an  estate  which  is  to  be  held  for  the  life-rent  of  some  person, 
the  greatest  care  must  be  observed  in  allocating  the  receipts  and  payments 
between  capital  and  revenue.  Where  the  estate  consists  of  shares  in  com- 
panies, the  apportioning  of  the  dividends  calls  for  special  attention,  and  the 
period  for  which  the  dividend  is  declared  to  be  earned  must  be  specially 
noted.  Again,  where  rents  of  heritable  property  are  received  after  the  date 
of  death,  these  must  be  apportioned  between  capital  and  revenue  (see 
"  Apportionment  "). 

With  regard  to  the  payments,  an  examination  of  the  debts  due  by  the 
testator  as  given  up  in  the  inventory  should  guide  the  accountant  preparing 
the  account  whether  the  payment  is  a  capital  charge  or  not.  There  may, 
however,  be  payments  made  which  have  not  been  given  up  in  the  inventory, 
and  in  such  a  case  an  examination  of  the  voucher  for  the  payment  should 
clear  up  the  difficulty.  Many  payments,  such  as  taxes  and  interest,  require 
to  be  apportioned  between  capital  and  revenue.  There  is,  for  example,  the 
payment  of  interest  on  estate  duty.  There  is  diversity  of  opinion  whether 
this  should  be  charged  to  capital  or  to  revenue.  On  the  one  hand  it  is  set 
forth  that  this  interest  is  a  charge  against  revenue,  because  the  revenue  of 
the  estate  is  getting  the  benefit  of  the  money  represented  by  the  estate 
duty  so  long  as  it  is  not  paid,  while  others  hold  that  the  interest  is  a 
capital  charge  according  to  the  strict  reading  of  the  Finance  Acts.  These 
and  many  other  questions  emerge  in  the  preparation  of  such  accounts,  and 
it  is  necessary  that  care  should  be  taken  in  such  cases  and  careful  considera- 
tion given  to  the  special  circumstances  of  each  estate. 

To  illustrate  the  method  of  preparing  an  Account  of  Charge  and  Dis- 
charge, the  following  example  may  be  taken : — 

Particulars  of  Constitution  of  Trust 

William  Adams  died  on  1st  January  1903,  leaving  a  trust  disposition 
and  settlement  for  the  following  purposes  : — 

1.  Payment  of  lawful  debts  and  expenses. 

2.  Payment  of  a  legacy  of  £100  to  his  son  John  Adams. 

3.  The  heritable  and  movable  estate  is  to  be  held  in  life-rent  for  behoof 
of  the  widow  of  the  testator. 

4.  Power  is  given  to  the  trustees  to  hold  any  or  all  of  the  investments 
at  the  date  of  the  death  of  the  testator,  but  in  the  event  of  the  trustees 
realising  any  such  investments,  the  proceeds  are  to  be  invested  in  trust 
investments. 

5.  On  the  death  of  the  life-rentrix  the  whole  estate,  heritable  and 
movable,  is  to  go  to  testator's  son  John. 
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The  following  is  a  copy  of  the  inventory  of  the  estate 
I.  Movable  property — 

1.  Cash  in  house  ..... 

2.  Household  furniture     .... 

3.  Value  of  -200  shares  of  £10  each  in  X  and  Y, 

Ltd.  ..... 

4.  Value  of  100  shares  of  £10  each  in  A  and  B, 

Ltd.  ..... 

5.  Life   policy,  No.  48,391,  with   the  Prudential 

Assurance  Company. 

6.  Rents  of  heritable  property  accrued  to  date  of 

death  (proportion  of  £800  from  15th  May 
1902  to  1st  January  1903  (231  days)  less 
£400  paid  to  account  on  11th  November 
1902)  ..... 

7.  Proportion  of  taxes  paid  by  deceased,  from  date 

of  death  to  15th  May  1903 


£10  0  0 

300  0  0 

2200  0  0 

1500  0  0 

500  0  0 


106      6     0 
40     0     0 


£4656     6      0 


II.  The  heritable  property  consists  of  houses  in   George   Square,  the 
yearly  rental  of  which  is  £800,  and  the  estimated  value  is  £13,000. 

Cash  Transactions 

The  following  may  be  taken  as  the  account  of  the  agent,  showing  his 
intromissions  for  the  year  ending  31st  December  1903  : — 


The  Trustees  of  the  late  William  Adams 


1903. 
Jan.      3. 

10. 

Feb.    21. 


23. 


Mar.     3. 


May    15. 


By  Cash  found  in  deceased's  repositories  . 

To  Funeral  expenses  paid  ...... 

,,   Dr.  Smith  for  attendance  on  deceased. 

,,   paid  the  following  Accounts  due  by  deceased  : — 

John  Anderson 

William  Ewart 

R.  Kerr 

John  Stark    ....... 

,,   paid  Collector  of  Inland  Revenue  estate  duty  at  3 
per  cent  on  net  value  of  estate,  £4560  £136  16     0 
Interest  on  same  (fifty-three  days)  at  3 

per  cent  ...  0  11  10 

By  Amount  in  policy,  No.  48,391,  with  Prudential 

Assurance  Company  .... 

„    Dividend  in  X  and  Y,  Ltd.,  for  year  ending  31st 

January  1903,  at  rate  of  10  per  cent 
,,    Dividend  in  A  and  B,  Ltd.,  for  year  ending  31st 

January  1903,  at  rate  of  15  per  cent 
To  placed  on  Deposit  receipt    .... 
,,   paid  Mrs.  Adams  ..... 

By  Net  proceeds  of  shares  realised  in  X  and  Y,  Ltd 
,,  ,,  „  „  A  and  B,  Ltd. 

To  paid  John  Mack,  loan  at  4  per  cent  over  subjects 

in  Edinburgh 

,,    paid  R.  Small,  loan  at  3  per  cent  over  subjects  in 

Glasgow 

By  Uplifted  deposit  receipt       .... 
,,    Interest  on     ,,  ,,  .... 

,,    the  following  Half-year's  rents  :— 

John  Ross     ...... 

Carried  forward  .... 


£26  0  0 

10  0  0 

15  1  6 

2  4  2 

3  4  2 
30  3  2 


137  7  10 


500  0  0 
100  0  0 


4000  0  0 
500  0  0 


£10  0  0 


500  0  0 
200  0  0 
150  0  0 


2310  0  0 
1490  0  0 


500  0  0 
1  9  7 

200  0  0 


£5324  0  10  £5361  9  7 
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The  Trustees  of  the  late  William  Adams — Continued 


1903. 
May    15. 

18. 
19. 

June  30. 

Nov.  11. 


Dec.    31. 


Brought  forward         . 

A.  Smith 

R.  Fraser       ....... 

To  paid  Mrs.  Adams  ...... 

,,   Agent's  business  account  against  capital 
,,         ,,  ,,  ,,  „        revenue    . 

,,   Legacy  to  John  Adams         . 
By  the  following  Half-year's  rents  : — 

John  Ross     ....... 

A.  Smith 

R.  Fraser       

„   the  following  Half-year's  interests,  less  tax,  on 
heritable  loans  : — 

John  Mack    ...... 

R.  Small 

To  paid  Mrs.  Adams  to  account  of  revenue 
,,  Postages  and  miscellaneous  expenses  . 
,,  Balance  due  by  agent  .... 


£5324 

0 

10 

£5361 

9 

7 

150 

0 

0 

50 

0 

0 

200 

0 

0 

55 

2 

3 

9 

4 

2 

100 

0 

0 

200 

0 

0 

150 

0 

0 

50 

0 

0 

76 

0 

0 

7 

3 

0 

300 

0 

0 

4 

3 

10 

52 

1 

6 

£6044 

12 

7 

£6044 

12 

7 

There  is  now  submitted  Account  Charge  and.  Discharge  showing  the 
working  of  the  trust  for  the  year  ending  31st  December  1903. 


Account  Charge  and  Discharge  of  the  Intromissions  of  the  Trustees  of  the 

late  William  Adams 

From  1st  January  1903  (date  of  death)  to  31st  December  1903 
CHARGE 
.  On  Account  of  Capital. 

1.  Movable  Estate  as  given  up  in  Inventory. 
(1)  Cash  in  house 


(2)  Household  furniture        ........ 

(3)  Value  of  200  shares  of  £10  each  in  X  and  Y,  Ltd.   . 

(4)  Value  of  100  shares  of  £10  each  in  A  and  B,  Ltd.    . 

(5)  Life    policy,    No.    48,391,    with  the    Prudential    Assurance 

Company     .......... 

(6)  Rents  of  heritable  property  accrued  to  date  of  death.     (Pro- 

portion from  15th  May  1902  to  1st  January  1903  (231  days) 
less  £400  paid  to  account  on  11th  November  1902) 

(7)  Proportion  of  taxes  paid  by  deceased  up  to  15th  May  1903 


2.  Heritable  property  in  George  Square  valued  at 

3.  Estate  Realised. 


Amount  in 

Inventory 

1903. 

£10     0 

0 

Jan.  3. 
Mar.  3. 

500     0 

0 

,,     4. 

£510     0 

0 

Cash  found  in  deceased's  repositories 
Amount  in  policy,  No.  48,391,  with 

Prudential  Assurance  Company  . 
Dividend  in  X  and  Y,  Ltd.,  for  year 

ending  31st  January  1903  at  the 

rate  of  10  per  cent  .  £200  0  0 
Less  proportion    for    30 

days     (1st    to     31st 

Jan. )      effeiring      to 

revenue    .         .         .       16     8     9 


Carried  forward 


Amount 
Realised. 


£10     0     0 
500     0     0 


183  11     3 


£693  11     3 


£10 

0 

0 

300 

0 

0 

2,200 

0 

0 

1,500 

0 

0 

500     0     0 


106 
40 

6 
0 

0 
0 

£4,656 
13,000 

6 
0 

0 
0 

£17,656     6     0 


£17,656     6     0 
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CHARGE— Continued 
I.  On  Account  of  Capital — Continued 

Brought  forward 
3.  Estate  Realised— Continued 


Amount  in 

Inventory. 


£510     0     0     1903. 
Mar.    4. 


2200     0     0 


1500     0     0 


106     6     0 
40     0     0 


£4356     6     0 


May  15. 


Brought  forward  . 
Dividend  in  A  and  B,  Ltd.,  for  year 

ending  31st  January  1903  at  the 

rate  of  15  per  cent    .  £150     0     0 
Less   proportion   for  30 

days     (1st    to     31st 

Jan. )      effeiring     to 

revenue    .         .         .       12     6     7 


Net  proceeds  of  shares  realised  in 

X  and  Y,  Ltd.         .  £2310     0     0 
Deduct   dividend  at  10 

per  cent  included  in 

price,     effeiring      to 

revenue   (104    days, 

from    31st    Jan.     to 

15th  May  1903)       .         56  19     9 


Net  proceeds  of  shares  realised  in 

A  and  B,  Ltd.         .  £1490     0     0 
Deduct   dividend   at  15 

per  cent  included  in 

price,     effeiring      to 

revenue    (104    days, 

from    31st    Jan.    to 

15th  May  1903)       .         42  14  10 


Received   the  following   half-year's 

rents  * 

John  Ross .         .         .    £200     0     0 
A.  Smith  .         .  150     0     0 

R.  Fraser  .         .         .         50     0     0 


£400     0     0 
Deduct     applicable     to 
revenue.    Proportion 
from  1st  January  to 
15th  May  1903        .       293  14     0 


Taxes  recoverable  from  life-rentrix 
for  period  from  1st  January  to 
15th  May  1903    .... 

Amount  realised,       .... 
Amount  in  inventory 


Amount 
Realised. 


£693  11     3 


137  13     5 


2253     0     3 


1447     5     2 


106     6     0 
40     0     0 


£4677  16     1 
4356     6     0 


Amount  realised  in  excess  of  amount  in  inventory 


4.  Deposit  Receipts  Uplifted. 

Uplifted  on  this  date 


1903. 
May  15. 


£500     0     0 


II.  On  Account  of  Revenue. 
1.  Rents. 


1903. 
May  15.      Received  the  following  half-year's  rents  : — 

John  Ross 

A.  Smith 

R.  Fraser        

Carried  forward 


£200     0     0 

150     0     0 

50     0     0 


£17,656     6     0 


£400     0     0 


321  10     1 


£17,977  16     1 


£17,977  16     1 
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CHARGE— Continued 

II.  On  Account  of  Revenue — Continued 

Brought  forward 
1.  Rents — Continued 


1903. 
May  15. 


Nov.  11. 


Brought  forward       .... 

Deduct— 
Proportion  applicable  to  capital         .  £106     6     0 
Proportion  of  taxes  paid  by  deceased 

for  period  from  1st  Jan.  to  15th 

May  1903 40     0     0 


Received  the  following  half-year's  rents  : — 

John  Ross £200  0  0 

A.  Smith 150  0  0 

R.  Fraser 50  0  0 


2.  Interest. 


1903. 
May  15. 

Nov.  11. 


Interest  on  deposit  receipts  for  £500  uplifted  on 

this  date £19  7 

Received  the  following  half-year's  in- 
terest on  heritable  loans  less  tax  : — 

John  Mack    .         .         .                76     0  0 

R.  Small        .         .         .         .         7     3  0 


3.   Dividends. 


1903. 
Mar.  4. 


May  15. 


Dividend  of  £200  in  X  and  Y,  Ltd.,  received  on 
this  date.  Proportion  for  period  from  1st  to 
31st  Jan.  1903    ....    £16     8     9 

Dividend  of  £150  in  A  and  B,  Ltd. ,  re- 
ceived on  this  date.  Proportion 
for  period  from  1st  to  31st  Jan. 
1903 12     6     7 

Dividend  at  10  per  cent  included  in 
selling  price  of  shares  in  X  and  Y, 
Ltd.,  sold  on  this  date  (104  days 
from  31st  Jan.  to  15th  May  1903)       56  19     9 

Dividend  at  15  per  cent  included  in 
selling  price  of  shares  in  A  and  B, 
Ltd.,  sold  on  this  date  (104  days 
from  31st  Jan.  to  15th  May  1903)       42  14  10 


Amount 
Realised. 


£400     0     0 


146     6     0 


£253  14     0 


400     0     0 


£653  14     0 


84  12     7 


128     9  11 


£17,977  16     1 


866  16     6 


Sum  of  the  Charge  equal  to  the  sum  of  the  Discharge 


£18,844  12     7 


DISCHARGE 


I.  On  Account  of  Capital. 

1.  Deathbed  and  Funeral  Expenses. 


1903. 

Jan.       3. 

,,       10. 


Paid  Funeral  expenses    .... 
,,     Dr.  Smith  for  attendance  on  deceased 

Carried  forward 


£26     0     0 
10     0     0 

£36     0     0 
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DISCHAEGE— Continued 

I.  On  Account  of  Capital —  Continued 
Brought  forward 
2.  Debts  due  by  Deceased  paid. 


1903. 
Feb.    21. 


Paid  John  Anderson 
,,     William  Ewart 
,,     R.  Kerr 
,,     John  Stark    . 


£15  1  6 

2  4  2 

3  4  2 
30  3  2 


3.  Duty  Paid. 


1903. 
Feb.    23. 


Paid  Collector  of  Inland  Revenue,  estate  duty  at  3  per  cent  on  net 
value  of  estate  (£4560) 


4.  Legacies. 


1903. 
June  30.  j  Paid  Legacy  to  John  Adams    . 

5.  Expenses  of  Realisation  and  Administration. 

1903. 
May    19.  ;  Paid  Agent's  business  account  against  capital 


II.  Investments  Made. 

1.  Lodged  on  Deposit  Receipt. 

1903. 
Mar.     4.      Lodged  on  this  date 


£500     0     0 


2.  Loans  on  Heritable  Security. 


1903. 
May    15. 


Paid  John  Mack  loan  at  4  per  cent  over  subjects  in 

Edinburgh 

,,     R.  Small  loan  at  3  per  cent  over  subjects  in 
Glasgow     ....... 


£4000     0     0 

500     0     0 

£4500     0     0 


III.  On  Account  of  Revenue. 
1.  Payments  to  Life-rentrix. 


Paid  Mrs.  Adams  on  this  date 


1903. 

Mar. 

4. 

May 

18. 

Nov. 

ill. 

£100  0  0 
200  0  0 
300     0     0 


2.  Miscellaneous  Payments  and  Expenses  of  Management. 


1903. 

Feb. 

23. 

May 

19. 

Dec. 

31. 

Paid  Interest  on  estate  duty  .         .         .  £0  11  10 
,,     Agent's  business   account   against 

revenue 9     4     2 

,,     Postages     and    miscellaneous    ex- 
penses          4     3  10 


Carried  forward 


£600     0     0 


13  19  10 


£36     0     0 


50  13     0 


136  16     0 


100     0     0 


55     2     3 


£378  11     3 


613  19  10 


£992  11     1 
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DISCHARGE— Continued 

Brought  forward £992  11     1 

IV.  Estate  as  at  Close  of  this  Account. 


1.  Household  furniture 

2.  Loans  over  heritable  property — 

Loan  to  John  Mack  at  4  per  cent  over  sub- 
jects in  Edinburgh    .         .      £4000     0     0 

Loan  to  R.  Small  at  3  per  cent 
over  subjects  in  Glasgow   .  500     0     0 


3.  Cash  in  hands  of  agent      ..... 

4.  Estimated  value  of  property  in  George  Square, 

Edinburgh 


£300     0     0 


4,500     0     0 
52     1     6 


13,000     0     0 


Sum  of  the  Discharge  equal  to  the  sum  of  the  Charge 


17,852     1     6 


£18,844  12    7 


In  most  cases  where  the  Account  Charge  and  Discharge  extends  to  any 
length,  there  is  usually  submitted  an  abstract  showing  the  totals,  which  in 
this  case  would  be  as  follows : — 


Abstract  of  Account  Charge  and  Discharge  of  the  Intromissions  of  the 
Trustees  of  the  late  William  Adams 

From  1st  January  1903  (date  of  death)  to  3lst  December  1903 
CHARGE 
I.   On  Account  of  Capital 
1.  Movable  estate  as  given  up  in  inventory    .... 


2.  Heritable  property 

3.  Estate  realised. — Excess  of  amount  realised  (£4677  :  16  :  1)  over  amount 

given  up  in  inventory  (£4356  :  6  :  0)       . 

4.  Deposit  receipts  uplifted     . 


II.   On  Account  of  Revenue 


1.  Rents 

2.  Interests 

3.  Dividends 


Sum  of  the  Charge  equal  to  the  sum  of  the  Discharge 

DISCHARGE 
I.   On  Account  of  Capital 

1.  Deathbed  and  funeral  expenses 

2.  Debts  due  by  deceased  paid 

3.  Duty  paid      ..... 

4.  Legacies         ..... 

5.  Expenses  of  realisation  and  administration 

II.  Investments  Made 

1.  Deposit  receipt  ...... 

2.  Loans  on  heritable  security  . 

III.   On  Account  of  Revenue 

1.  Payments  to  life-rentrix       . 

2.  Miscellaneous  payments  and  expenses  of  management 

IV.  Estate  as  at  close  of  this  account  .... 
Sum  of  the  Discharge  equal  to  the  sum  of  the  Charge 


£500     0     0 


£653  14     0 

84  12    7 

128     9  11 


£500 

0     0 

£4500 

0     0 

£600 
13 

0     0 
19  10 

£4,656     6     0 
13,000     0     0 

321  10     1 


£17,977  16     1 


866  16     6 


£18,844  12     7 


£36     0  0 

50  13  0 

136  16  0 

100     0  0 

55     2  3 

£378  11  3 


613  19  10 
17,852     1     6 

£18,844  12     7 


The  position  of  the  estate  at  the  close  of  the  year  would  be  set  forth 


in  some  such  form  as  the  following 
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Receipts  on  account  of  capital  . 
Payments  on  account  of  capital 

Capital  at  Slst  December  1903  . 


As  Regards  Capital 


As  Regards  Revenue 


Receipts  on  account  of  revenue 

Payments  on  account  of  revenue 

Balance  due  life-rcntrix  at  31st  December  1903 

Estate  as  at  3]st  December  1903 


£866  16     6 
613  19  10 


£17,977  16     1 
378  11     3 

£17,599     4  10 


252  16     8 


£17,852     1     6 


The  foregoing  Account  of  Charge  and  Discharge  shows  the  form  in  which 
the  first  account  of  a  trust  is  usually  prepared,  and  a  few  of  the  points 
alluded  to  previously  as  to  apportionment  have  been  illustrated. 

In  the  preparation  of  Accounts  Charge  and  Discharge  full  particulars 
should  be  given  of  the  items  in  the  account  so  as  to  save  reference  to 
documents  for  any  explanations.  The  account  should  be  a  complete  record 
in  itself.  The  current  account  of  the  agent  is  sometimes  submitted  as  an 
appendix  to  the  Account  Charge  and  Discharge,  as  from  it  may  be  found  the 
daily  balances  of  cash  on  hand. 

Having  thus  shown  the  form  in  which  the  first  account  of  a  trust  might 
be  prepared,  there  are  now  submitted  forms  of  accounts  of  a  trust  which  has 
been  going  on  for  some  time,  where  the  funds  are  being  held  for  the  life-rent 
of  a  widow,  the  capital  to  be  distributed  among  the  children  on  her  death,  and 
a  sum  of  £100  is  to  be  paid  to  each  of  the  children  on  attaining  majority. 

The  previous  account  of  the  trust  closed  on  16th  August  1902,  and  the 
position  of  the  estate  at  that  date  was  as  follows : — 

Vidimus  of  the  Trust  Estate  as  at  16th  August  1902 


I.  Household  furniture 

£168  19 

0 

II.  Investments  on  Heritable  Security — 

Borrower.                                                                                      Amount  Invested. 

R.  Mein £200 

0 

0 

Messrs.  Wells  &  Son 

160 

0 

0 

Do.            do. 

370 

0 

0 

R.  Dove     . 

600 

0 

0 

A.  Black     . 

300 

0 

0 

P.  Allison  . 

100 

0 

0 

Messrs.  Pullen  &  Co. 

1500 

0 

0 

Do.            do. 

400 

0 

0 

J.  Foster     . 

350 

0 

0 

R.  S.  Tress 

200 

0 

0 

G.  Dempster 

280 

0 

0 

H.  Hardie  . 

300 

0 

0 

A.  Jones 

200 

0 

0 

G.  Plate      . 

600 

0 

0 

Do.           ... 

600 

0 

0 

M.  Goodall 

120 

0 

0 

C.  Brown    . 

300 

0 

0 

W.  Ross      . 

180 

0 

0 



6760     0 

0 

II.  Balance  due  by  Agents 

6  14 

0 

Total  funds  of the  Trust  at  16th  August  1902     .... 

£6935  13 

0 

Of  which — 

Capital £6941 

6 

9 

Revenue  overpaid  life- 

rentri 

X 

5 

13 

9 

6935  13     0 


The  previous  account,  together  with  the  following  Account  Current  of 
the  Agents  for  the  year  ending  16th  August  1903,  have  been  transmitted 
to  an  accountant  who  has  been  asked  to  prepare  an  Account  Charge  and 


Discharge. 
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1902. 
Aug.  16. 

Nov.  12. 


13. 
Dec.     1. 

1903. 
May  15. 


Account  Current  of  the  Factors  and  Agents 
For  Year  ending  1 6th  August  1903 


By  Balance  clue  by  Agents  as  per  Auditor's  Report 

to  this  elate  ....  * 

, ,    the  Half-year's  interests  due  at  this  term  less 
tax — 

R.  Dove  . 
R.  Mein  . 
Messrs.  Wells  &  Son 

Do.  do. 

P.  Allison 
A.  Black. 
G.  Dempster   . 
J.  Foster 
R.  S.  Tress 
Messrs.  Pullen  &  Co, 

Do.  do. 

H.  Hardie 
A.  Jones . 
C.  Brown 
G.  Plate  . 

Do. 
M.  Goodall       . 
W.  Ross  . 
To  remitted  to  Mrs. 
,,   paid  G.  Hope,  C. 


Hall,  life-rentrix  . 

A.,  for  auditing  accounts 


Aug.     1. 

7. 
16. 


By  the  Half-year's  interests  due  at  this  term  less 
tax — 

R.  Dove  . 

R.  Mein  . 

Messrs.  Wells  &  Son 
Do.  do. 

P.  Allison 

A.  Black 

G.  Dempster    . 

J.  Foster . 

R.  S.  Tress       . 

Messrs.  Pullen  &  Co. 
Do.  do. 

H.  Hardie 

A.  Jones . 

C.  Brown 

G.  Plate  . 
'Do. 

M.  Goodall 

W.  Ross  . 
To  paid  Mrs.  Hall,  life-rentrix 
By  Amount  of  loan  from  R.  Mein  repaid 
To  Amount  of  loan  to  Thos.   Mack  over  subjects 

in  Edinburgh 
,,    Legacy  to  Robert  Hall,  son  of  life-rentrix,  on 

his  attaining  majority,  as  per  settlement 
,,    Insurance  premiums  on  household  furniture 
By  Amount  of  loan  to  G.  Dempster  repaid  . 
,,    Interest  to  date      ..... 
To  Amount  of  loan  to  J.  Cullen  over  subjects  in 

Glasgow  ..... 
By  Amount  of  loan  to  A.  Jones  repaid 
,,  Interest  to  date  .... 
To  Amount  of  loan  to  Messrs.  Baily  &  Black  over 

subjects  in  Bathgate  .... 
,,  Agents'  business  account  against  capital 
,,  Do.  do.  do.  revenue 

,,    Agents'  commission  on  revenue  transactions 
,,  Do  do.  capital  transactions 

,,    Balance  due  by  Agents  .... 


£6  14  0 

11  8  0 

4  15  0 

6  3  0 

3  16  0 

'l  18  0 

6  1  1 

5  6  5 

6  13  0 

3  16  0 

23  3  2 

7  12  0 

4  12  10 

3  19 

4  12  7 

11  8  0 

11  8  0 

1  17  1 

2  19  10 

£112 

8 

9 

4 

4 

0 

11  7  7 

4  14  10 
6  2  9 
3  15  11 
1  17  11 
6  0  11 

5  6  4 

6  12  9 

3  15  11 
23  2  4 

7  11  9 

4  12  7 

3  18 

4  12  7 
11  7  7 
11  7  7 

1  17  1 

2  19  10 

115 

7 

11 

200  0  0 

100 

0 

0 

100 

0 

0 

1 

1 

9 

280  0  0 
2  5  5 

280 

0 

0 

200  0  0 
18  5 

200 

0 

0 

2 

0 

0 

4 

13 

10 

6 

2 

3 

1 

14 

0 

3 

15 

0 

£931 

7 

6 

£931  7  6 
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Having  the  previous  accounts  and  the  above  Current  Account  before 
him,  the  accountant  may  prepare  the  Account  Charge  and  Discharge  in 
various  forms.     The  following  may  be  taken  as  one  form  in  which  the 

accounts  might  be  prepared  : — 

Set  of  Accounts  No.  1 

Using  separate  Vidimus 

I.  Account  Charge  and  Discharge  of  the  Intromissions  of  the  Agents 

From  16th  August  1902  to  16th  August  1903 

CHARGE 

I.   Received  ox  Account  of  Revenue. 
1.   Interest  on  Heritable  Loans. 

Received  at  Martinmas  1902 — 
R.  Dove   . 
R.  Mein   . 
Messrs.  Wells  &  Son 

Do.        .    do, 
P.  Allison 
A.  Black  . 
G.  Dempster 
J.  Foster . 
R.  S.  Tress 
Messrs.  Pullen  &  Co 

Do.  do 

H.  Hardie 
A.  Jones 
C.  Brown 
G.  Plate  . 
Do.      . 
M.  Goodall 
W.  Ross  . 


Received  at  Whitsunday  1903 — 

R.  Dove  . 
R.  Mein  . 
Messrs.  Wells  &  Son 

Do.  do. 

P.  Allison 
A.  Black 
G.  Dempster 
J.  Foster 
R.  S.  Tress 
Messrs.  Pullen  &  Co. 

Do.  do. 

H.  Hardie 
A.  Jones 
C.  Brown 
G.  Plate  . 
Do.     . 
M.  Goodall 
W.  Ross  . 


£11 
4 


7  7 
14  10 
6  2  9 
3  15  11 
1  17  11 

0  11 

6  4 
12  9 
15 

2 
11 
12 

1 
12 

7 

7 
17 


11 
4 
9 
7 
8 
7 
7 
7 
1 
19  10 


1903. 
Aug.  1.   I  Received  Interest   to   date   on   loan   of   £280   to    G.     Dempster 

repaid 

7.   ;  Received  Interest  to  date  on  loan  of  £200  to  A.  Jones  repaid 


II.  Investments  Realised. 

1903. 
May  15.      Received  from  R.  Mein  repayment  of  loan 
Aug.   1.  .,  ,,      G.  Dempster  ,,  .. 

A.  Jones  .,  , 


7. 


VOL.  II 


£200  0  0 
280  0  0 
200     0     0 


£11  8 

0 

4  15 

0 

6  3 

0 

3  16 

0 

1  18 

0 

6  1 

1 

5  6 

5 

6  13 

0 

3  16 

0 

23  3 

2 

7  12 

0 

4  12  10 


3  1 

4  12 
11  8 
11     8 

1  17 


2  19  10 


£120  11  9 


12 


2     5     5 
1     8     5 

£244  13     6 


S'n  ///  of  the  Charge 


68d     0     0 
£924   1.'5     6 
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DISCHARGE 
I.  On  Account  of  Revenue. 

1.    Payments  to  and  on  behalf  of  Lifc-rentrix. 

1902. 

Nov.  13.      Paid  Mrs.  Hall 

1903. 

May  15.        „  „  

, ,     Fire  insurance  premium  over  household  furniture 


2.  Expenses  of  Trust  Management. 


Paid  G.  Hope,  C.A.,  for  auditing  accounts 
Less  chargeable  to  capital 


,,     Agents'  business  account    .... 
,,        commission  on  revenue  transactions 


1902. 
Dec.    1. 

1903. 
Aug.  16. 

II.  On  Account  of  Capital. 
1.  Legacies. 


1902. 
May  15.   |  Paid  Legacy  to  Robert  Hall 

2.  Expenses  of  Management. 


1902. 

Dec.    1.   J  Paid  G.  Hope,  C. A.,  for  auditing  accounts     £4     4     0 
Less  chargeable  to  revenue  .         .330 


1903. 
Aug.  16. 


£4 

4 

0 

1 

1 

0 

£3 

3 

0 

4 

13 

10 

6 

2 

3 

Paid  Agents'  business  account 
commission  . 


1903. 

May  15. 

Aug.  1. 

16. 

Investments  made. 


Paid  Amount  of  loan  to  Thomas  Mack 

over  subjects  in  Edinburgh      .         .     £100     0     0 

Paid  Amount  of  loan  to  J.  Cullen  over 

subjects  in  Glasgow  .         .         .       280     0     0 

Paid  Amount  of  loan  to  Messrs.  Baily 
&  Black  over  subjects  in  Bath- 
gate                200     0     0 


£100     0     0 


£1     1     0 

2     0     0 

1   14     0 



4  15 

0 

£104  15 

0 

580     0     0 


Sum  of  the  Discharge 


£112     8     9 

115     7  11 
1     1     9 


£228  18 


13  19     1 


£242  17     6 


684  15     0 


£927  12     6 


Abstract  of  Account  Charge  and  Discharge 


Sum  of  the  Charge  .... 

Sum  of  the  Discharge        .... 

Excess  of  Discharge  over  Charge     . 
Balance  due  by  Agents  at  16th  August  1902 

Balance  due  by  Agents  at  16th  August  1903 


£924  13 
927  12 

6 

6 

£2  19 
6  14 

0 

0 

£3  15 

0 
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II.  Abstract  of  Revenue  Account  for  Year 


Revenue  received  during  year      . 

Deduct — 
Revenue  overpaid  as  at  16th  August  1902 
Payments  chargeable  to  revenue  (Branch  I.  Discharge) 


Balance  due  by  life-rentrix  at  16th  August  1903 


£244  13     6 


£5  13  9 
242  17  6 

248  11  3 

£3  17  9 

III.  Abstract  of  Capital  Account  for  Year 

Capital  as  at  16th  August  1902  .......       £6941     6     9 

Deduct — 

Payments   made   during    year  out    of    capital    (Branch    II.    (1)   and    (2)   of 

Discharge)      .             .  .             .                         .             .             .             .           104  15     0 

Capital  as  at  16th  August  1903     .  .  .  .  .  .       £6836  11     9 


IV.  Vidimus  of  the  Trust  Estate  as  at  16th  August  1903 

I.  Household  furniture 
II.  Investments  on  Heritable  Security 

Borrower. 
Messrs.  "Wells  &  Son 

Do.  do. 

R.  Dove 
A.  Black 
P.  Allison 
Messrs.  Pullen  &  Co. 

Do.  do. 

J.  Foster 
R.  S.  Tress     . 
H.  Hardie 
G.  Plate 

Do.  ... 

M.  Goodall     . 
C.  Brown 
W.  Ross 
Thos.  Mack    . 
J.  Cullen 
Messrs.  Baily  &  Black    . 

III.   Balance  due  by  Agents     . 

Total  Funds  in  the  Trust  at  16th  August  1903 
Of  which— 

Capital    ....... 

Revenue  overpaid  life-rentrix 


£168  19 

0 

Amount  Invested 

£160 

0 

0 

370 

0 

0 

600 

0 

0 

300 

0 

0 

100 

0 

0 

1500 

0 

0 

400 

0 

0 

350 

0 

0 

200 

0 

0 

300 

0 

0 

600 

0 

0 

600 

0 

0 

120 

0 

0 

300 

0 

0 

180 

0 

0 

100 

0 

0 

280 

0 

0 

200 

0 

0 

6660  0 

0 

3  15 

0 

£6832  14 

0 

.   £6836 

11 

9 

3 

17 

9 

6832  14 

0 

In  the  above  set  of  accounts  it  will  be  observed  that  the  Account  Charge 
and  Discharge  consists  of  the  items  in  the  cash  account  classified  under 
various  headings,  the  excess  of  the  discharge  over  the  charge  being  the 
amount  of  cash  overpaid  on  the  year's  transactions.  At  the  close  of  the 
Account  Charge  and  Discharge  is  an  abstract  bringing  out  this  excess  to  be 
£2, 19s.,  which,  deducted  from  the  balance  due  by  the  agents  at  16th  August 

1902,  leaves  £3,  15s.  as  the  amount  in  their  hands  at  16th  August  1903, 
which  is  carried  to  the  vidimus  of  the  estate  as  at  16th  August  1903. 

Statements  II.  and  III.  appearing  in  the  set  of  accounts  above  would, 
ordinarily,  appear  in  the  report  submitted  with  the  accounts. 

Statement  IV.  shows  the  trust  funds  in  the  estate  as  at  16th  August 

1903.  It  will  be  observed  that  the  three  loans  paid  off  have  been 
eliminated  and  that  the  new  loans  granted  have  been  added,  making  a 
decrease  of  £100  in  the  loans  granted  on  heritable  security. 
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This  form  of  preparing  accounts  is  suitable,  as  in  the  above  case,  where 
all  the  revenue  has  been  received  in  cash  during  the  year,  and  when  it  is 
cash  transactions  only  that  are  being  dealt  with.  It  would  not  be  so  suit- 
able where  the  revenue  for  the  year  had  not  been  received,  and  such  revenue 
had  to  be  shown  in  the  accounts. 

There  is  shown  below  another  form  in  which  the  above  transactions 
might  be  submitted,  and  in  order  that  the  point  referred  to  above  may  be 
illustrated,  it  has  been  assumed  that  rents  of  £50  have  become  due  for 
the  year,  but  have  not  been  received  in  cash  when  the  accounts  closed. 

Set  of  Accounts  No.  2 

Where  Revenue  is  outstanding 

1.  Account  Charge  and  Discharge  of  the  Intromissions  op  the  Agents 

From  1 6th  Augiist  1902  to  1 6th  August  1903 

CHARGE 

I.  Estate  as  at  16th  August  1902. 


1.  Household  furniture 

2.  Investments  on  Heritable  Security- 

Borrower. 

R.  Mein     . 

Messrs.  Wells  &  Son 

Do.  do. 

R.  Dove  . 
A.  Black  . 
P.  Allison 
Messrs.  Pullen  &  Co. 

Do.  do. 

J.  Foster  . 
R.  S.  Tress 
G.  Dempster 
H.  Hardie 
A.  Jones    . 
G.  Plate     . 

Do. 
M.  Goodall 
C.  Brown  . 
W.  Ross    . 

3.  Balance  due  by  Agents 


II.  Estate  Realised. 


1903. 
May  15. 
Aug.     1. 

7. 


Received  from  R.  Mein  repayment  of  loan 
,,  ,,      G.  Dempster  ,,  ,, 

,,  ,,      A.  Jones  ,, 


III.  On  Account  of  Revenue. 

1.  Interest  on  Heritable  Loans. 

Received  at  Martinmas  1902- 
R.  Dove    . 
R.  Mein     . 
Messrs.  Wells  &  Son 

Do.  do. 

P.  Allison 
A.  Black   . 

Carried  forward 


£168 

19 

0 

Amount 

Invested 

£200 

0 

0 

160 

0 

0 

370 

0 

0 

600 

0 

0 

300 

0 

0 

100 

0 

0 

1500 

0 

0 

400 

0 

0 

350 

0 

0 

200 

0 

0 

280 

0 

0 

300 

0 

0 

200 

0 

0 

600 

0 

0 

600 

0 

0 

120 

0 

0 

300 

0 

0 

180 

0 

0 



6760 

0 

0 

6 

14 

0 

£6935 

13 

0 

£200 

0 

0 

280 

0 

0 

i    200 

0 

0 

£680 

0 

0 

£11 

8 

0 

4 

15 

0 

6 

3 

0 

3 

16 

0 

1 

18 

0 

6 

1 

1 

£34 


£6935  13     0 
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CHARGE— Continued 


III.  On  Account  of  Revenue — Continued, 


Aug. 


Brought  fo] 

•ware 

£6935  13     0 

Interest  on  Heritable  Loans — Continued. 

Brought  forward 

£34     1 

1 

G.  Dempster 

5     6 

5 

J.  Foster  . 

6  13 

0 

R.  S.  Tress 

3  16 

0 

Messrs.  Pullen  &  Co. 

23     3 

2 

Do.            do. 

7  12 

0 

H.  Hardie 

4  12 

10 

A.  Jones   . 

3     1 

9 

C.  Brown  . 

4  12 

7 

G.  Plate    . 

11     8 

0 

Do.       . 

11     8 

0 

M.  Goodall 

1  17 

1 

W.  Ross    . 

2  19 

10 

£120  11 

9 

Received  at  Whitsunday  1903 — 

1 

R.  Dove     ....          £11     7     - 

r 

R.  Mein     . 

4  14  1( 

) 

Messrs.  Wells  &  Son 

6     2     I 

) 

Do.                  do.     . 

3  15  r 

L 

P.  Allison 

1  17  1] 

L 

A.  Black  . 

6    0  11 

L 

G.  Dempster 

5     6     t 

L 

J.  Foster   . 

6  12     < 

) 

R.  S.  Tress 

3  15  1] 

L 

Messrs.  Pullen  &  Co. 

23     2     t 

I 

Do.              do. 

7  11     S 

) 

H.  Hardie 

4  12     i 

7 

A.  Jones   . 

3     1     i 

I 

C.  Brown  . 

4  12  ; 

7 

G.  Plate    . 

11     7     5 

r 

Do. 

11     7     \ 

r 

M.  Goodall 

1  17    : 

L 

W.  Ross    . 

2  19  1( 

) 

190      7 

11 

Received  interest  to  date  on  loan  of  £280  to  G 

Dempster  repaid  ..... 

!                2     5 

5 

Received  interest  to  date  on  loan  of  £200  to  A 

Jones  repaid 

1     8 

5 

£244  13 

6 

Rents  for  year  as  per  rental      .... 

50     0 

0 

294  13     6 

?e 

Sum  of  the  Charge  equal  to  the  sum  of  the  Dischar| 

£7230     6     6 

DISCHARGE 

I.  On  Account  of  Capital. 
1.  Legacies. 


1903. 
May  15. 


Paid  Legacy  to  Robert  Hall 
2.  Expenses  of  Management. 


1902. 
Dec.     1.      Paid  G.  Hope,  C.A.,  for  auditing  accounts 
Less  chargeable  to  revenue 

1903. 
Aug.  16.      Paid  Agents'  business  account     . 
,,  ,,       commission     . 


Carried  forward 


0 
0 

£100     0 
4  15 

0 

£4     4 
3     3 

£1     1 
2     0 
1  14 

0 
0 
0 

0 

£104  15 

0 
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DISCHARGE— Continued 
I.  On  Account  of  Capital — Continued 

Brought  forward 
3.  Investments  made. 


1903. 
May  15. 

Aug.     1. 

„      16. 


Paid  Amount  of  loan  to  Thomas  Mack  over  sub- 
jects in  Edinburgh        ..... 

Paid  Amount  of  loan  to  J.  Cullen  over  subjects 
in  Glasgow   ....... 

Paid  Amount  of  loan  to  Messrs.  Baily  &  Black 
over  subjects  in  Bathgate      .... 


II.  On  Account  of  Revenue. 

1.  Payments  to  and  on  behalf  of  Life-rentrix. 


1902. 
Nov.  13. 

1903. 
May  15. 


Paid  Mrs.  Hall 


Fire   insurance   premium    over    household 
furniture 


2.  Expenses  of  Trust  Management. 


1902. 
Dec.     1. 


1903. 
Aug.  16. 


Paid  G.  Hope,  C.A.,  for  auditing  accounts 

£4     4  0 
Less  chargeable  to  capital       .110 

£3     3  0 

Paid  Agents'  business  account      .         .     4  13  10 
,,          ,,        commission    on    revenue 

transactions 6     2  3 


III.  Estate  as  at  Close  of  this  Account. 

1.  Household  furniture 

2.  Investments  on  Heritable  Security — 


Borrower. 

Messrs.  Wells  &  Son 
Do.  do. 

R.  Dove    . 

A.  Black  . 

P.  Allison . 

Messrs.  Pullen  &  Co. 
Do.  do. 

J.  Foster 

R.  S.  Tress 

H.  Hardie 

G.  Plate     . 
Do. 

M.  Goodall 

C.  Brown  . 

W.  Ross    . 

Thomas  Mack 

J.  Cullen  . 

Messrs.  Baily  &  Black 

3.  Arrears  of  rent 

4.  Balance  due  by  Agents   . 


Amount 
Invested. 


£160 
370 
600 
300 
100 

1500 
400 
350 
200 
300 
600 
600 
120 
300 
180 
100 
280 
200 


0  0 

0  0 

0  0 

0  0 

0  0 

0  0 

0  0 

0  0 

0  0 

0  0 

0  0 

0  0 


0  0 

0  0 

0  0 

0  0 


£228  18     5 


13  19     1 


£168  19     0 


6660     0     0 

50     0     0 

3  15     0 


£104  15     0 


£100 

0 

0 

280 

0 

0 

- 

200 

0 

0 

£580 

0 

0 

£104  15 

0 

£112 

8 

9 

115 

7 

11 

1 

1 

9 

Sum  of  the  Discharge  equal  to  the  sum  of  the  Charge 


242  17     6 


6882  14     0 


£7230     6     6 
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The  above  form  of  an  Account  Charge  and  Discharge,  it  will  be  observed, 
starts  by  making  the  value  of  the  estate  at  the  beginning  the  first  charge 
against  the  agents.  Then  follow  the  investments  realised,  but  the  amount 
is  not  extended,  as  the  items  appear  in  the  estate  at  the  beginning  and 
have  already  been  charged.  The  total  revenue  for  the  year  follows,  and 
under  this  heading  in  such  accounts  appears  the  revenue  for  the  year 
whether  received  in  cash  or  not.  If  revenue  is  entered  here  which  has 
not  been  received,  the  amount  of  such  items  appears  as  estate  at  the  close 
of  the  account  as  revenue  outstanding,  and  is  entered  under  the  last  heading 
in  the  discharge  side. 

The  discharge  side  contains  all  the  payments  made,  and  is  subdivided  so 
as  to  show  the  capital  charges  distinct  from  the  revenue  charges.  The  new 
investments  made  are  entered  on  the  discharge  side,  but  the  amount  is  not 
extended  into  the  account  as  the  items  appear  under  the  heading  "  Estate 
as  at  close  of  this  Account."  The  estate  as  at  close  of  this  account  consists 
of  all  the  items  not  realised  appearing  at  the  beginning  of  the  account, 
and  any  balances  on  the  year's  intromissions,  together  with  the  new  invest- 
ments made. 

This  form  does  away  with  the  necessity  of  preparing  a  vidimus  of  the 
estate,  as  the  estate  both  at  the  beginning  and  end  of  the  period  is  shown 
in  the  account  itself. 

When  the  accounts  are  submitted  in  this  form  it  would  also  be 
necessary  to  show  in  a  report  how  the  total  funds  of  £6882,  14s.  are  held 
as  regards  capital  and  revenue.  This  may  be  shown  in  some  such 
form  as  the  following  : — 

Position  of  the  Estate  as  at  16th  August  1903 
I.  As  Regards  Capital 

Capital  at  16th  August  1902 

Deduct — 
Paymeuts  made  during  year  out  of  capital  (Branch  I.  of  Discharge) 

Capital  at  16th  August  1903 


II.  As  Regards  Revenue 

Revenue  received  during  year  (Branch  III.  of  Charge)    . 

Deduct — 
Revenue  overpaid  at  16th  August  1902     .  .        £5  13     9 

Payments  chargeable  to  revenue  (Branch  II.  of 

Discharge)       .  .  .  .  .       242  17     6 


• 

£6941  6 

9 

)  . 

104  15 

0 

£6836  11 

9 

£294  13  6 

248  11     3 


Due  to  Life-rentrix  at  16th  August  1903  .  .  . 46     2     3 

Total  Funds  at  16th  August  1903  .  .  .      £6882  14     0 

In  the  above  Account  of  Charge  and  Discharge  the  capital  and  revenue 
transactions  appear  in  the  one  account  under  headings  for  capital  and 
revenue.  When,  however,  the  capital  and  revenue  transactions  are 
numerous,  it  is  sometimes  advisable  to  have  an  Account  Charge  and 
Discharge  for  each,  and  the  transactions  are  now  shown  in  this  form. 


[Set  of  Accounts. 
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Set  of  Accounts  No.  3 

Separate  Accounts  for  Capital  and  Revenue 

1.  Account  Charge  and  Discharge  of  the  Capital  of  the  Trust 

From  16th  August  1902  to  16th  August  1903 


CHARGE 


I.  Capital  at  16th  August  1902 


Consisting  of — 

1.  Household  furniture     . 

2.  Investments  on  Heritable  Security 

R.  Mein  . 

Messrs.  Wells  &  Son 

Do.  do. 

R.  Dove  . 
A.  Black. 
P.  Allison 
Messrs.  Pullen  &  Co. 

Do.  do. 

J.  Foster 
R.  S.  Tress       . 
G.  Dempster    . 
H.  Hardie 
A.  Jones . 
G.  Plate  . 

Do. 
M.  Goodall       . 
C.  Brown 
W.  Ross  . 


3.  Due  by  Agents 


4.  Due  by  Life-rentrix 


II.  Capital  Realised. 


0     0 
0     0 


£200 
160 

370     0     0 
600     0 


300  0 

100  0 

1500  0 

400  0 

350  0 

200  0 


280  0  0 

300  0  0 

200  0  0 

600  0  0 

600  0  0 

120  0  0 

300  0  0 

180  0  0 


Sum  of  the  Charge 


£168  19     0 


1903. 
May   15. 
Aug.     1. 

.,      7. 

Received  from  R.  Mein  repayment  of  loan    . 
,,           ,,      G.  Dempster  ,,               „ 
,,           ,,      A.  Jones          ,,              ,, 

6760     0 
6  14 

0 
0 

£6935  13 
5  13 

0 
9 

£6941     6 

9 

£200     0 
280     0 

200     0 

0 
0 
0 

£680     0 

0 

£6941     6     9 


£6941     6     9 


I.  Legacies. 


DISCHARGE 


1903. 
May  15.  |  Paid  Legacy  to  Robert  Hall 

II.  Expenses  of  Management. 


1902. 
Dec.     1. 


1903. 
Aug.  16. 


Paid  G.  Hope,  C.A.,  for  auditing  accounts 
Less  chargeable  to  revenue     . 


Paid  Agents'  business  account 
,,  ,,        commission     . 


Carried  forward 


£104  15     0 
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1903. 
May   15. 

Aug.     1. 

16. 


DISCHARGE— Continued 

Brought  forward 

£104  15     0 

stments  Made. 
Paid  Amount  of  loan  to  Thos.  Mack  over  subjects 

in  Edinburgh 

£100     0     0 

Paid  Amount  of  loan  to  J.  Cullen  over  subjects  in 

Glasgow          ....... 

280     0     0 

Paid  Amount  of  loan  to  Messrs.    Baily  &  Black 

over  subjects  in  Bathgate        .... 

200     0     0 

£580     0     0 

al  at  16th  August  1903 

6836  11     9 

Consisting  of — 

1.  Household  furniture 

£168  19     0 

2.  Investments  on  Heritable  Security — 

Messrs.  Wells  &  Son         .        £160     0     0 

Do.             do.                  .           370     0     0 

R.  Dove  ....           600     0     0 

A.  Black           ...           300     0     0 

P.  Allison         ...           100     0     0 

Messrs.  Pullen  k  Co.         .         1500     0     0 

Do.             do.                  .           400     0     0 

J.  Foster           ...           350     0     0 

R.  S.  Tress       ...           200     0     0 

H.  Hardie        ...           300     0     0 

G.  Plate  ....           600     0     0 

Do 600     0     0 

M.  Goodall       ...           120     0     0 

C.  Brown          ...           300     0     0 

W.  Ross  ....           180     0     0 

Thos.  Mack      ...           100     0     0 

J.  Cullen          ...           280     0     0 

Messrs.  Baily  &  Black     .           200     0     0 

6660     0     0 
50     0     0 

3.  Arrears  of  rent 

4.  Balance  due  by  Agents         .... 

3  15     0 

£6882  14     0 

Less  Balance  due  to  Life-rentrix  per  revenue 

account 

46     2     3 

£6836  11     9 



Sum  of  the  Discharge 

£6941     6     9 

2.  Account  Charge  and  Discharge  of  the  Revenue  of  the  Trust 

From  16th  August  1902  to  16th  August  1903 

CHARGE 


I.  Interest  on  Heritable  Loans. 


Received  at  Martinmas  1902 


R.  Dove 
R.  Mein 
Messrs.  Wells  &  Son 

Do.  do. 

P.  Allison 
A.  Black 
G.  Dempster   . 
J.  Foster 
R.  S.  Tress      . 
Messrs.  Pullen  &  Co. 

Do.  do. 

H.  Hardie 


Carried  forward 


£11     8 

0 

4  15 

0 

6     3 

0 

3  16 

0 

1  18 

0 

6     1 

1 

5     6 

5 

6  13 

0 

3  16 

0 

23     3 

2 

7  12 

0 

4  12 

10 

£85     4 

6 
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CHAEGE  AND  DISCHAKGE  ACCOUNTS 


CHARGE—  Continued 
I.  Interest  on  Heritable  Loans— Continued 

Received  at  Martinmas  1902 

Brought  forward 
A.  Jones. 
C.  Brown 
G.  Plate  . 
Do.  . 
M.  Goodall 
W.  Ross  . 


1903. 
Aug.     1. 


II.  Rents. 


Received  at  Whitsunday  1903 


R.  Dove  . 
R.  Mein  . 
Messrs.  Wells  &  Son 

Do.  do. 

P.  Allison  . 
A.  Black  . 
G.  Dempster 
J.  Foster  . 
R.  S.  Tress 
Messrs.  Pullen  &  Co. 

Do.  do. 

H.  Hardie  . 
A.  Jones 
C.  Brown   . 
G.  Plate      . 

Do. 
M.  Goodall 
W. 


£11 
4 
6 
3 
1 
6 
5 
6 
3 

23 
7 
4 
3 
4 
11 
11 


7     7 

14  10 
2     9 

15  11 
17  11 

0  11 
6     4 

12     9 

15  11 

2     4 

11  9 

12  7 

1  8 
12 

7 
7 


7 
7 
7 

1  17     1 

2  19  10 


Received   interest  to  date   on    loan    of    £280    to    G.    Dempster 
repaid  ........... 

Received  interest  to  date  on  loan  of  £200  to  A.  Jones  repaid    . 


Rents  for  year  per  rental 

Sum  of  the  Charge     .... 

DISCHARGE 

I.  Balance  due  by  Life-rentrix  at  16th  August  1902 

II.  Payments  to  and  on  behalf  of  Life-rentrix. 


£85     4 

3  1 

4  12 
11  8 
11     8 

1   17 


2  19  10 


£120  11     9 


120     7  11 

2     5     5 

18     5 

£244  13     6 
50     0     0 


£294  13     6 


1902. 
Nov.  13.      Paid  Mrs.  Hall 

1903. 

May    15.  „ 

, ,     Fire  insurance  premium  over  household  furniture 

III.  Expenses  of  Trust  Management. 


1902. 
Dec.      1. 


1903. 
Aug.  16. 


Paid  G.  Hope,  C.A.,  for  auditing  accounts 
Less  chargeable  to  capital     . 


Paid  Agents'  business  account    .... 
, ,       commission  on  revenue  transactions 


IV.  Balance  due  to  Life-rentrix  at  16th  August  1903 
Sum  of  the  Discharge         .         .         .         . 


£5  13 

9 

£112  8  9 

115  7  11 

1  1  9 

228  18 

5 

£4  4  0 

1  1  0 

£3  3  0 

4  13  10 

6  2  3 



13  19 

1 

46  2 

3 

£294  13 

6 
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In  Accounts  Charge  and  Discharge  such  as  are  given  in  the  second  and 
third  sets  of  accounts,  all  the  revenue  due  for  the  year  must,  as  already 
stated,  appear  in  the  charge  side  of  the  account,  and  if  not  received  will 
also  appear  among  the  funds  at  the  close  of  the  accounts.  With  regard  to 
liabilities  which  have  become  due  during  the  year,  but  which  have  not  been 
paid,  these  must  appear  on  the  discharge  side  of  the  account  under  their 
proper  headings,  and  be  deducted  from  the  estate  at  the  close  of  the 
accounts.  Accounts  Charge  and  Discharge  should  show,  just  as  an  ordinary 
profit  and  loss  account  shows,  the  total  income  and  expenditure  for  the 
year. 

In  Scotland  the  accounts  of  many  institutions  and  societies  are  published 
in  the  form  of  Accounts  Charge  and  Discharge,  the  charge  side  beginning 
with  the  funds  at  the  commencement  of  the  year,  the  revenue  coming  next, 
including  members'  subscriptions  for  the  year,  if  any.  The  discharge  side 
contains  all  the  expenditure  for  the  year,  and  closes  with  the  funds  at  the 
end  of  the  year,  including  any  arrears  of  members'  subscriptions. 

Charges  Forward. — This  somewhat  ambiguous  term  is  used 
to  intimate  that  the  carriage  and  other  charges  upon  goods  are  to  be  paid 
by  the  buyer  of  the  goods  on  receipt. 

Charging  Order. — A  charging  order  is  a  mode  of  proceeding 
by  a  judgment  creditor  to  enforce  payment  out  of  a  judgment  debtor's 
property  which  cannot  conveniently  be  reached  by  other  modes  of  execu- 
tion. If  any  person  against  whom  judgment  has  been  entered  up  in  any 
superior  court  has  Government  stock  or  shares  in  a  company,  then  the 
judgment  creditor  may,  on  application,  obtain  an  order  by  a  judge  charging 
such  stock  or  shares  with  payment  of  the  amount  due  on  the  judgment. 

An  application  by  a  creditor  may  be  made  without  notice  to  the  debtor, 
as  otherwise  the  debtor  might  dispose  of  the  stock  or  shares  previous  to  the 
issue  of  the  order.  Upon  application  being  made  an  order  nisi  is  made, 
and  this  is  served  on  the  debtor  and  the  Bank  of  England  or  company,  as 
the  case  may  be,  and  this  latter  intimation  restrains  the  Bank  of  England  or 
company  from  registering  a  transfer.  If  the  debtor  fail  to  show  cause  on 
a  day  fixed  that  the  order  should  not  be  made  absolute,  the  order  will  be 
made  absolute  and  final,  and  the  creditor  must  wait  six  months  before  he 
can  proceed  to  realise,  when  another  action  must  be  brought.  In  the  inter- 
val he  may  obtain  a  stop-order  upon  any  dividends. 

Charter- Party  is  a  mutual  agreement  or  contract  by  which  a 
ship-owner  agrees  to  let  or  hire  an  entire  ship  or  part  thereof  to  a  merchant, 
usually  called  the  "  freighter  "  or  "  charterer,"  for  the  carriage  of  goods  on 
a  particular  voyage,  or  during  a  certain  period,  at  a  stipulated  amount  for 
the  hire  of  the  vessel,  or  rate,  as  freight,  for  the  carriage  of  the  goods.  The 
ship  is,  in  such  circumstances,  said  to  be  "  chartered,"  and  the  merchant  is 
termed  the  "  charterer."  If  the  vessel  be  hired  by  time  the  agreement  is 
termed  a  "  time-charter,"  and  the  commencement,  duration,  and  termina- 
tion of  the  agreement  must  be  accurately  stated.  If  the  vessel  be  hired 
for  a  voyage,  this  must  be  carefully  described,  and  provision  ought  to  be 
made  for  necessary  deviations  or  alterations.  The  charter-party  ought 
further  to  specify  the  sum  to  be  paid  in  respect  of  freight  or  hire,  and 
whether  it  is  to  be  paid  for  the  voyage,  or  by  the  day,  month,  or  year. 
There  are  certain  usual  conditions  which  are  generally  stated  in  all  charter- 
parties — viz.  a  statement  of  the  burthen  of  the  vessel;  that  she  is  sea- 
worthy and  fit  for  the  purpose  proposed,  as  well  as  that  the  master  and 
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seamen  shall  be  men  of  ordinary  skill ;  that  the  vessel  shall  be  furnished 
with  all  necessaries,  and  be  ready  at  the  specified  port  to  receive  the  cargo ; 
shall  sail  when  loaded  at  the  appointed  date,  and  that  the  cargo  shall  be 
delivered  according  to  the  bill  of  lading  at  the  port  of  destination  (the  act 
of  God  or  the  King's  enemies  always  excepted),  the  charterer  undertaking 
to  load  and  unload  the  vessel  within  a  certain  number  of  days,  termed 
"lay,"  or  "lie,"  or  "running  days,"  and  if  he  detain  her  longer,  that  he 
shall  pay  demurrage  for  each  day  the  vessel  is  detained  beyond  the  lay 
days  at  a  specified  rate.  The  charterer  is  further  taken  bound  to  furnish 
the  cargo  and  pay  the  freight  in  terms  of  the  agreement. 

The  instrument  when  not  under  seal  is  called  a  Memorandum  of 
Charter-party,  and  the  following  is  the  common  form  in  blank : — 

London, 

It  is  this  day  mutually  agreed  between  of  the 

good  ship  or  vessel,  called  the  ,  of  the  measurement  of  tons 

or  thereabouts,  now  ,  and 

of  ,  merchants ; 

That  the  said  ship  being  tight,  staunch,  and  strong,  and  every  way  fitted  for  the 
voyage,  shall,  with  all  convenient  speed,  sail  and  proceed  to  , 

or  so  near  thereunto  as  she  may  safely  get,  and  there  load  from  the  factors  of  the 
said  not  exceeding  what  she 

can  reasonably  stow  and  carry,  over  and  above  her  tackle,  apparel,  provisions, 
and  furniture  ;  and  being  so  loaded,  shall  therewith  proceed  to  , 

or  so  near  thereunto  as  she  may  safely  get,  and  deliver  the  same  on  being  paid 
freight  (the  act  of  God,  the  King's  enemies,  fire,  and  all  and  every  other  dangers 
and  accidents  of  the  seas,  rivers,  and  navigation,  of  whatever  nature  and  kind 
soever,  during  the  said  voyage,  always  excepted).  The  freight  to  be  paid  on 
unloading  and  right  delivery  of  the  cargo. 

running  days  are  to  be  allowed  the  said  merchant  (if  the  ship  is 
not  sooner  dispatched)  for  loading  the  said  ship,  at  , 

and  days  on  demurrage,  over  and  above  the  said  lie-days,  at 

per  day.  Penalty  for  non- performance  of  this  agreement.  (Maclachlan  on 
Merchant  Shipping.) 

Jas.  Campbell  Irons. 
Chartered  Accountant.     See  Accountant. 

Cheque. — The  statutory  definition  of  a  cheque  is  "  a  bill  of  exchange 
drawn  on  a  banker  payable  on  demand  "  (Bills  of  Exchange  Act  1882,  sec. 
73).  That  is,  it  is  an  unconditional  order  in  writing  drawn  on  a  banker, 
signed  by  the  person  giving  it,  requiring  the  banker  to  pay  on  demand  a 
sum  certain  in  money  to  or  to  the  order  of  a  specified  person  or  to  bearer. 
No  particular  form  is  necessary,  and  so  long  as  the  essentials  of  a  cheque 
are  observed  any  words  may  be  used.  A  cheque  may  be  expressed  in  any 
language,  English  or  foreign  (in  re  Marseilles  Co.,  1885,  L.E.  30  Ch.D. 
598).  Except  as  otherwise  provided  in  part  iii.  of  the  Bills  of  Exchange 
Act  1882,  which  exceptions  are  noted  infra,  the  provisions  of  the  Act 
applicable  to  a  bill  of  exchange  payable  on  demand  apply  to  a  cheque. 

Difference  between  Cheque  and  Bill.  —  Cheques  differ  from  bills  of 
exchange  in  the  following  particulars:— (1)  They  are  not  intended  to  be 
and  are  not,  in  fact,  accepted  by  the  banker  on  whom  they  are  drawn ;  (2) 
they  are  granted,  not  as  a  continuing  security,  but  for  more  or  less 
immediate  payment,  and  consequently  may  sooner  become  "  stale  "  or  over- 
due; (3)  the  drawer  is  not  discharged  by  undue  delay  in  presentment, 
unless  he  has  thereby  been  prejudiced ;  (4)  the  banker  who  is  the  drawee 
or  acceptor  is  not  liable  for  having  paid  on  a  forged  or  unauthorised 
indorsement ;  and  (5)  they  may  be  countermanded  after  issue. 
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Essentials  of  a  Cheque. — (1)  A  cheque  must  be  iu  writing.  It  may  be,  witli 

(the  exception  of  the  signature,  printed,  lithographed,  or  engraved,  or  other 

like  means.     It  may  be  written  and  subscribed  in  pencil  {Geary  v.  Physic, 

5  B.  and  C.  234).     (2)  It  need  not  be  dated,  and  is  not  invalid  by  reason 

I  only  that  it  is  post-dated  or  ante-dated,  or  that  it  bears  date  on  a  Sunday. 

A  post-dated  cheque  may  validly  be  negotiated  for  value  prior  to  the  date 

lion  which  it  bears  to  be  drawn  {Royal  Bank  v.  Tottenham  (1894),  2  Q.B. 

j  715).     (3)  It  must  contain  an  unconditional  order  to  pay,  and  must  be  so 

expressed  as  to  imply  a  demand  made  by  a  person  who  has  a  right  to  make 

it  on  another  who  has  a  duty  to  obey.     Thus  "  debit  my  account "  has 

been  held   as  equivalent  to  an  order   to  pay,  and   expressions    such   as 

"  deliver,"  "  credit  in  cash,"  etc.,  are  effectual.     An  order  to  pay  money  in 

I  the  form  of  an  ordinary  cheque,  with  a  proviso  that  a  receipt  form  attached 

!  should  be  filled  up,  has  been  held  not  to  be  a  cheque  within  the  meaning 

of  the  Bills  of  Exchange  Act.     (4)  It  must  be  drawn  on  a  banker,  who 

must  be  named  or  otherwise  indicated  with  reasonable  certainty.     (5)  It 

must  be  signed  by  the  drawer.    The  signature  is  usually  but  not  necessarily 

I  adhibited  in  the  right-hand  lower  corner  of  the  cheque.     It  may,  however, 

|  be  written  in  any  part  of  the  cheque.     The  signature  must  be  that  of  the 

I  person  in  whose  name  the  account  is  kept  or  of  some  one  authorised  by 

him  to  sign  that  name,  or  the  signature  of  a  person  who  has  authority 

as  agreed  between  the  banker  and  his  customer  to  operate  on  the  account. 

Signature   does   not   necessarily  mean    subscription.      It   is   sufficient   if 

adequate  means  of  the  customer's  identification  be  afforded  to  the  banker ; 

and  a  cheque  which  is  holograph  of  the  drawer,  and  which  contains  his 

name,  is  sufficient  authority  to  the  banker  to  honour  the  cheque.     Thus  a 

cheque  holograph  of  the  drawer  in  such  terms  as  "  I,  John  Smith,  desire 

you  to  pay,"  or  "  Mr.  John  Smith  desires  the  Bank  of to  pay,"  is 

good.  A  cheque  is  valid  if  initialled  by  the  drawer  if  initialling  be  his 
usual  mode  of  signature.  A  cheque  may  also  be  signed  on  behalf  of  any 
person,  whether  drawer  or  indorser,  who  is  unable  to  do  so,  by  a  notary 
public  or  justice  of  the  peace.  (6)  It  must  be  payable  on  demand.  (7)  It 
must  be  an  order  to  pay  a  sum  certain  in  money.  The  sum  payable  may 
be  expressed  in  words  or  figures,  or  both,  and  where  there  is  a  discrepancy 
between  the  two  the  sum  denoted  by  the  words  is  the  sum  payable  (Bank 
of  England  Act,  sec.  9  (2)).  Where,  however,  the  amount  is  expressed  in 
foreign  currency,  or  in  that  of  some  British  possession,  the  amount  is 
payable  in  British  currency  at  the  customary  rate  of  exchange.  Although 
common  in  practice,  and  invariably  accepted,  a  cheque  drawn  in  Scotland 
for  a  less  sum  than  twenty  shillings  is  "  absolutely  void  and  of  no  effect, 
any  law,  statute,  usage,  or  custom  to  the  contrary  thereof  in  any  wise  not- 
withstanding." Any  person  who  issues  or  negotiates  such  a  cheque  is 
liable  to  "  forfeit  and  pay  for  such  offence  any  sum  not  exceeding  twenty 
pounds  nor  less  than  five  pounds,  at  the  discretion  of  the  justice  of  the 
peace  who  shall  hear  and  determine  such  offence"  (The  Bank  Notes 
(Scotland)  Act  1845,  8  &  9  Vict.  c.  38,  sec.  16).  There  is  no  similar  law 
in  England,  and  so  far  as  can  be  found  there  is  no  recorded  case  in  which 
the  above  penalty  has  been  imposed  in  Scotland.  (8)  It  must  be  made 
payable  to  the  order  of  a  specified  person  or  to  bearer.  (9)  It  must  be 
stamped  with  a  penny  stamp,  which,  if  the  cheque  be  drawn  in  the  United 
Kingdom,  l  lay  be  denoted  by  an  adhesive  stamp.  A  cheque  drawn  out  of 
the  United  Kingdom  must  be  validly  stamped  with  an  impressed  stamp. 

Present  nent  of  Cheque  for  Payment. — Subject  to  the  provisions  of  the 
Act,  where  a  cheque  is  not  presented  for  payment  within  a  reasonable  time 
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of  its  issue,  and  the  drawer  or  the  person  on  whose  account  it  is  drawn  had 
the  right  at  the  time  of  such  presentment,  as  between  him  and  the  banker, 
to  have  the  cheque  paid,  and  suffers  actual  damage  through  the  delay,  he 
is  discharged  to  the  extent  of  such  damage — that  is  to  say,  to  the  extent  to 
which  such  drawer  or  person  is  a  creditor  of  such  banker  to  a  larger  amount 
than  he  would  have  been  had  such  cheque  been  paid  (sec.  74  (1)).  In 
determining  what  is  a  reasonable  time  regard  is  had  to  the  nature  of  the 
instrument,  the  usages  of  trade,  and  the  facts  of  the  particular  case  (sec. 
74  (2)).  The  holder  of  such  a  cheque,  as  to  which  such  drawer  or  person  is 
discharged,  is  a  creditor  in  lieu  of  such  drawer  or  person,  of  such  banker  to 
the  extent  of  such  discharge,  and  entitled  to  recover  the  amount  from  him 
(sec.  74  (3)).  A  cheque  must  be  presented  to  the  banker  upon  whom  it  is 
drawn  within  bank  hours  on  a  business  day,  and  at  his  place  of  business, 
by  the  holder  or  some  person  authorised  by  him  to  receive  payment  on  his 
behalf  (sec.  45  (3)).  A  cheque  payable  at  a  branch  bank  must  be  presented 
there  and  not  at  the  head  office.  Presentation  may  be  made  through  the 
post  office  (sec.  74  (2) ;  Prideaux  v.  Criddle,  L.E.  4  Q.B.  455).  The  sender 
is  not  responsible  for  delay  on  the  part  of  the  post  office  authorities,  and 
presentation  will  be  held  to  have  been  duly  made  if  the  letter  containing 
the  cheque  has  been  properly  delivered  to  the  post  office  for  transmission. 

With  regard  to  the  time  within  which  a  cheque  must  be  presented  to 
the  banker  upon  whom  it  is  drawn,  somewhat  different  considerations  arise, 
according  to  the  relation  of  the  parties  between  whom  the  question  is 
raised. 

(1)  As  between  Drawer  and  Payee. — A  cheque  is  not  satisfaction  of  the 
payment  of  a  debt  until  it  is  honoured,  and,  unless  damage  have  resulted 
from  the  delay  and  the  cheque  is  dishonoured,  the  drawer  is  still  liable. 
Where  a  cheque  is  not  presented  within  a  reasonable  time  of  its  issue,  and 
the  banker  upon  whom  it  is  drawn  fails  in  the  interval,  the  drawer  suffers 
no  loss  if  he  has  before  the  failure  withdrawn  all  his  funds,  and  he  is  there- 
fore in  such  a  case  liable  to  the  payee  in  the  full  amount.  But  if  in  the 
meantime  the  fund  on  which  the  cheque  is  drawn  is  altered  for  the  worse, 
the  drawer  is,  according  to  circumstances,  either  wholly  or  partially  dis- 
charged of  his  liability  to  the  payee.  Thus  if  in  the  interval  the  banker 
has  failed,  while  holding  funds  sufficient  to  meet  the  cheque,  and  the  drawer 
suffers  loss  to  the  full  extent  of  the  amount  of  the  cheque,  his  liability 
to  the  holder  is  completely  discharged.  But  if  in  the  interval  the  banker 
has  failed,  and  at  the  date  of  his  failure  had  funds  of  the  drawer's  in 
his  possession,  but  insufficient  in  amount  to  meet  the  cheque,  the  loss 
which  the  drawer  suffers  is  the  amount  which  remained  in  the  banker's 
hands,  and  his  liability  to  the  holder  is  limited  to  the  difference  between 
the  amount  in  the  banker's  hands  and  that  of  the  cheque. 

(2)  As  between  Drawer  and  Transferee. — The  transferee  of  a  cheque  is, 
as  regards  his  right  to  recover  from  the  drawer  in  the  event  of  the  cheque 
being  dishonoured,  in  the  same  position  as  the  payee,  and  he  is  therefore 
bound  to  present  the  cheque  within  the  same  time  available  to  the  payee. 

(3)  As  between  Payee  and  Transferee. — When  a  cheque  is  transferred 
by  indorsation,  the  transferee  has  a  right  of  action  against  both  the  drawer 
and  indorser,  the  indorser  standing  in  the  same  relation  to  his  indorsee  as 
the  drawer  does  to  the  payee.  To  render  an  indorser  liable,  presentation 
of  the  cheque  must  be  made  by  the  indorsee  within  a  reasonable  time. 
Reasonable  time  in  this  case  has  been  decided  to  mean  not  late  •  than  the 
day  after  receipt  of  the  cheque  by  the  indorsee. 

(4)  As  between  a  Banker  and  his  Customer. — When  a  banker  i  •  entrusted 
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with  a  cheque  for  presentation  and  collection,  by  the  payee  or  holder,  he 
has,  as  between  himself  and  his  customer,  the  day  after  receipt  of  the 
cheque,  to  present  it,  unless  circumstances  exist  from  which  a  contract  or 
duty  on  the  part  of  the  banker  to  present  earlier  or  to  defer  presentment 
to  a  later  period  can  be  inferred.  If  the  banker  employ  an  agent  to 
present  the  cheque  on  his  behalf,  he  will  have  the  day  after  receipt  to  post 
it  to  such  agent,  and  the  agent  similarly  will  have,  the  day  after  his  receipt 
of  the  cheque,  to  present  it  to  the  drawee. 

Revocation  of  Banker's  Authority  to  pay  Cheque.  —  The  duty  and 
authority  of  a  banker  to  pay  a  cheque  drawn  on  him  by  his  customer  are 
determined  by  (1)  countermand  of  payment  and  (2)  notice  of  the  customer's 
death  or  bankruptcy.  While  a  banker's  duty  is  determined  by  countermand 
of  payment,  a  cheque  granted  for  value  cannot  in  a  question  with  a 
holder  for  value  be  countermanded  by  the  drawer,  unless  it  has  been  drawn 
on  condition  that  it  will  only  be  used  on  the  occurrence  of  a  certain  event 
which  does  not  happen,  or  in  payment  of  goods  which  have  not  been 
delivered.  It  is  competent  to  prove  by  parole  that  a  cheque  was  granted 
subject  to  certain  conditions,  and  a  holder  for  value  who  takes  such  a  cheque 
with  notice  of  the  conditions  is  not  entitled  to  recover  on  the  cheque  unless 
the  conditions  are  implemented  {Temple  v.  Kyle,  1902,  4  F.  421).  Where 
the  drawer  of  a  cheque  countermands  payment,  the  holder  may  raise  an 
action  of  multiplepoinding  in  the  banker's  name  and  so  determine  the 
rights  of  parties.  But  no  direct  action  is  competent  at  the  instance  of  an 
onerous  payee  and  holder  of  a  cheque  against  the  bank  on  which  it  is 
drawn,  and  which,  having  funds  of  the  drawer  sufficient  to  honour  it,  has 
refused  to  do  so  on  presentment,  on  account  of  the  drawer  having  counter- 
manded payment  ( Water ston  v.  City  of  Glasgow  Bank,  1874,  1  E.  470). 
Where  ihe  payee  has  paid  it  into  his  bankers  to  reduce  the  amount  of  a 
balance  standing  against  him,  the  bankers  become  holders  for  value  and  are 
entitled  to  sue  the  drawer  for  the  amount  if  he  have  countermanded  pay- 
ment. So  it  has  been  held  that  if  the  payee  have  paid  a  cheque,  payment 
of  which  has  been  countermanded,  into  his  bankers,  with  the  intention 
that  it  should  be  placed  to  his  credit,  it  is  immaterial  whether  a  balance  be 
standing  against  him  or  not,  and  the  bank  as  a  holder  for  value  can  sue  the 
drawer  on  the  cheque  (MacLean  v.  Clydesdale  Bank,  1883,  9  A.C.  95 ;  ex 
parte  Eichdale,  in  re  Palmer,  L.E.  19  Ch.D.  409). 

The  death  of  the  drawer  does  not  per  se  operate  as  a  revocation  of  the 
banker's  authority,  and  payment  of  a  cheque  by  a  banker  subsequent  to  his 
customer's  death  but  before  notice  of  the  fact  has  reached  him  will  be 
good. 

Crossed  Cheques.  —  When  a  cheque  is  crossed  a  direction  is  thereby 
conveyed  to  the  banker  upon  whom  it  is  drawn  that  payment  can  only  be 
made  in  a  particular  way,  and  to  the  holder  of  the  cheque  that  he  can  only 
receive  payment  in  that  way.  Cheques  may  be  crossed  either  generally  or 
specially. 

General  Crossing. — When  a  cheque  bears  across  its  face  an  addition  of 
the  words  "  and  company  "  or  any  abbreviation  thereof  between  two  parallel 
transverse  lines  either  with  or  without  the  words  "  not  negotiable,"  or  two 
parallel  transverse  lines  simply  either  with  or  without  the  words  "not 
negotiable,"  that  addition  constitutes  a  crossing  and  the  cheque  is  crossed 
generally  (Act,  sec.  76  (11)).  According  to  a  practice  recently  introduced 
by  the  London  banks  a  cheque  may  be  crossed  by  means  of  a  perforating 
machine.  The  effect  of  a  general  crossing  is  that  the  banker  on  whom 
the  cheque  is  drawn  is  only  protected  if  payment  is  made  through  a  banker. 
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Should  he  disregard  the  crossing  and  make  payment  in  any  other  way  and 
loss  thereby  ensue  he  is  liable  to  the  true  owner  for  such  loss.     In  other 
words,  a  banker  who  pays  an  uncrossed  cheque  payable  to  bearer  to  a  thief 
or  a  finder  is  protected,  as  there  is  no  obligation  on  him  to  see  that  the 
person  who  presents  the  cheque  for  payment  is  the  person  who  is  entitled 
to  it ;  and  a  banker  paying  an  uncrossed  cheque  to  order  is  protected  if  he 
pay  on  an  indorsement  which  purports  to  be  signed  by  or  with  the  authority 
of  the  person  to  whom  it  is  payable,  even  if  the  signature  turn  out  to  have 
been  forged  or  adhibited  without  authority.     But  a  banker  who  pays  a 
cheque  to  a  thief  or  finder  or  upon  an  unauthorised  or  forged  signature  in 
disregard  of  a  crossing,  whether  special  or  general,  is  in  a  different  position, 
in  that  he  is  liable  to  the  true  owner,  whether  the  drawer  or  a  subsequent 
transferee,  if  that  true  owner  can  prove  that  he  has  suffered  loss  by  the 
cheque  having  been  so  paid  (Act,  sec.  79  (2)).     There  is,  however,  nothing 
to  prevent  a  banker  cashing  a  crossed  cheque  over  the  counter  if  he  is 
satisfied  that  the  presenter  is  the  person  to  whom  it  is  payable.     If,  on  the 
other  hand,  the  banker  should  prove  to  have  been  mistaken  in  the  identity 
of  the  payee,  and  to  have  paid  the  money  to  some  one  not  entitled  to  it  in 
disregard  of  the  crossing,  the  addition  of  any  such  words  as  "  pay  cash  "  will 
afford  him  no  protection.     A  banker  who  receives  a  crossed  cheque  through 
the  clearing-house  which  bears  no  banker's  stamp  is  justified  in  paying  it, 
as  the  payment  in  such  a  case  must  necessarily  have  been  made  to  a  banker 
and  therefore  in  obedience  to  the  drawer's  direction  implied  in  the  crossing. 
Special  Crossing. — Where  a  cheque  bears  across  its  face  an  addition  of 
the  name  of  a  banker,  either  with  or  without  the  words  "  not  negotiable," 
that  addition  constitutes  a  crossing  and  the  cheque  is  crossed  specially  and 
to  that  banker.     A  cheque  which  is  crossed  generally  with  the  addition  of 
the  name  of  a  town  is  not  recognised  either  by  law  or  custom  as  part  of  a 
crossing.     A  cheque  crossed  "  Bank  "  is  not  crossed  specially,  but  the  name 
of  a  banker  written  across  the  face  of  a  cheque  without  the  addition  of  the 
two  parallel  transverse  lines  is  sufficient  to  constitute  a  special  crossing. 
The  consequences  to  the  banker  of  disobedience  to  the  directions  contained 
in  a  special  crossing  are  the  same  as  those  which  follow  disobedience  to  the 
directions  given  by  a  general  crossing.     A  banker  on  whom  a  cheque  is 
drawn  which   is  crossed  specially  is  probably  justified  in  paying  such  a 
cheque  if  he  receive  it  through  the  clearing-house  without  the  stamp  of 
the  presenting  bank,  since  he  would  be  justified  in  assuming  that  the 
cheque  was  presented  by  the  banker  to  whom  it  was  crossed.     In  a  com- 
paratively recent  case  a  cheque  was  drawn  to  the  order  of  a  person  and 
crossed  to  a  bank  where  he  kept  an  account.     On  receiving  the  cheque  the 
bank  placed  it  to  the  payee's  credit  and  he  drew  upon  it.     The  cheque  was 
subsequently  presented  and  payment  was  refused,  and  it  was  held  that  the 
crossing  did  not  restrict  the  negotiability  of  the  cheque  to  the  bank,  and 
that  the  bank  were  entitled  as  holders  in  due  course  to  sue  the  drawer 
(National  Bank  v.  Silke  (1891),  1  Q.B.  435). 

Who  may  Cross  Cheques.  —  A  cheque  may  be  crossed  generally  or 
specially  by  the  drawer.  Where  a  cheque  is  uncrossed  the  holder  may 
cross  it  generally  or  specially.  Where  a  cheque  is  crossed  generally,  the 
holder  may  cross  it  specially.  Where  a  cheque  is  crossed  generally  or 
specially,  the  holder  may  add  the  words  "  not  negotiable."  Where  a  cheque 
is  crossed  specially  the  banker  to  whom  it  is  crossed  may  again  cross  it 
specially  to  another  banker  for  collection.  Where  an  uncrossed  cheque  or 
a  cheque  crossed  generally  is  sent  to  a  banker  for  collection,  he  may  cross 
it  specially  to  himself  (Act,  sec.  77). 
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Crossing  a  Material  Part  of  Cheque. — A  crossing  is  a  material  part  of  a 
cheque,  and  it  is  therefore  not  lawful  for  any  person  to  obliterate  or,  except 
as  authorised  by  the  Act,  to  add  to  or  alter  the  crossing  (Act,  sec.  78). 
The  additions  authorised  by  the  Act  are  those  above  stated  in  the  para- 
graph headed  "  Who  may  Cross  Cheques."  Where  a  cheque  is  materially 
altered  without  the  assent  of  all  parties  liable  on  it  the  cheque  is  avoided, 
except  as  against  a  party  who  has  himself  made,  authorised,  or  assented  to 
the  alteration,  and  subsequent  indorsers.  The  following  alterations  are 
material :  namely,  any  alteration  of  the  date,  the  sum  payable,  the  time  of 
payment,  and  the  place  of  payment  (Act,  sec.  64). 

Duties  of  Bankers  as  to  Crossed  Cheques. — When  a  cheque  is  crossed 
specially  to  more  than  one  banker,  except  when  crossed  to  an  agent  for 
collection  being  a  banker,  the  banker  on  whom  it  is  drawn  must  refuse 
payment  thereof.  When  a  banker  on  whom  a  cheque  is  drawn  which  is  so 
crossed  nevertheless  pays  the  same,  he  is  liable  to  the  true  owner  of  the 
cheque  for  any  loss  he  may  sustain  owing  to  the  cheque  having  been  so 
paid  (Act,  sec.  79  (1)  (2)).  See  also  "General  Crossing,"  "Special 
Crossing." 

Where  Crossing  not  Apparent. — Where  a  cheque  is  presented  for  pay- 
ment which  does  not  at  the  time  of  presentment  appear  to  be  crossed,  or  to 
have  had  a  crossing  which  has  been  obliterated,  or  to  have  been  added  to  or 
altered  otherwise  than  as  authorised  by  the  Act,  the  banker  paying  the 
cheque  in  good  faith  and  without  negligence  shall  not  be  responsible  or 
incur  any  liability,  nor  shall  the  payment  be  questioned  by  reason  of  the 
cheque  having  been  crossed,  or  after  crossing  having  been  obliterated,  or 
having  been  added  to  or  altered  otherwise  than  as  authorised  by  the  Act, 
and  of  payment  having  been  made  otherwise  than  to  a  banker  or  to  the 
banker  to  whom  the  cheque  is  or  was  crossed,  or  to  his  agent  for  collection 
being  a  banker,  as  the  case  may  be  (Act,  sec.  79  (2)). 

Protection  to  Banker  and  Draioer  where  Cheque  is  Crossed. — Where  the 
banker  on  whom  a  cheque  is  drawn  in  good  faith  and  without  negligence 
pays  it  if  crossed  generally  to  a  banker,  and  if  crossed  specially  to  the 
banker  to  whom  it  is  crossed  or  his  agent  for  collection,  being  a  banker,  the 
banker  paying  the  cheque,  and  if  the  cheque  has  come  into  the  hands  of 
the  payee,  the  drawer  shall  respectively  be  entitled  to  the  same  rights  and 
be  placed  in  the  same  position  as  if  payment  of  the  cheque  had  been  made 
to  the  true  owner  thereof  (Act,  sec.  80).  The  remedy  of  the  payee  in  such 
circumstances  is  against  the  person  on  whose  behalf  the  amount  of  the 
cheque  has  been  collected  (Mathieson  v.  London  and  County  Bank,  1879,  5 
C.P.D.  7). 

Effect  of  addition  of  words  "Not  Negotiable." — In  addition  to  the  cross- 
ing on  a  cheque,  the  drawer  or  holder  of  it  may  add  the  words  "not 
negotiable."  Such  words  must,  however,  not  be  taken  to  imply  any 
limitation  of  the  negotiability  of  the  cheque,  but  the  person  who  takes  a 
crossed  cheque  which  bears  on  it  the  words  "  not  negotiable  "  has  not  and 
cannot  give  a  better  title  to  the  cheque  than  that  of  the  person  from  whom 
he  took  it  (Act,  sec.  81).  No  one,  therefore,  can  be  a  holder  in  due  course 
of  such  a  cheque  {Great  Western  Railway  Co.  v.  London  and  County  Bank- 
ing Co.,  infra).  A  person  who  even  bona  fide,  and  in  ignorance  of  his 
transferor's  want  of  title,  takes  such  a  cheque  from  a  thief  or  a  finder  is  in 
the  same  position  as  one  who  takes  a  cheque  payable  to  order  the  indorse- 
ment on  which  has  been  forged.  The  object  of  the  addition  is  to  give 
protection  to  the  true  owner  of  the  cheque  by  preserving  his  right  against 
any  subsequent  holder,  and  the  addition  of  the  words  "  not  negotiable " 
vol  ti  6 
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imposes  on  the  banker  no  liability  other  than  that  attaching  to  crossed 
cheques  generally. 

Protection  to  Collecting  Banker. —  The  mere  receiving  payment  of  a 
cheque  on  behalf  of  a  customer  is  not  a  ground  of  liability ;  and  where  a 
banker  in  good  faith  and  without  negligence  receives  payment  for  a 
customer  of  a  cheque  crossed  generally  or  specially  to  himself,  and  the 
customer  has  no  title  or  a  defective  title  thereto,  the  banker  incurs  no 
liability  to  the  true  owner  by  reason  only  of  having  received  such  payment 
(sec.  82).  The  fact  that  the  customer's  account  is  overdrawn  at  the  time 
does  not  make  such  receipt  of  money  any  the  less  a  receipt  of  payment  for 
the  customer  or  disentitle  the  banker  to  the  protection  of  the  section 
{Clarke  v.  London  and  County  Banking  Co.  (1897),  1  Q.B.  552).  But  a 
banker  who  collects  on  behalf  of  a  stranger  has  no  such  immunity,  as  in  such 
a  case  he  is  bound  to  make  full  inquiries  as  to  the  title  of  the  person  for 
whom  he  acts  {Matthews  v.  Brown  and  Co.,  1894, 10  T.L.R  386).  Whether 
a  person  is  a  customer  of  a  bank  within  the  meaning  of  section  82  is  a 
question  of  fact.  In  one  case  a  rate  collector  had  been  in  the  habit  of 
receiving  cheques  for  rates  and  cashing  them  at  a  country  branch  of  the 
London  and  County  Banking  Co.  where  he  was  known  but  had  no  account. 
By  falsely  pretending  that  a  rate  was  due,  he  obtained  from  a  company  a 
cheque  drawn  to  his  order  on  a  London  bank  crossed  generally  and  marked 
"  not  negotiable,"  which  he  presented  at  the  said  branch  bank.  The  cheque 
was  cashed,  and  a  portion  of  the  proceeds  applied  according  to  the  collec- 
tor's request.  The  balance  was  paid  to  him,  and  he  appropriated  it.  In  an 
action  by  the  company  against  the  bank  to  recover  the  cheque  or  its 
proceeds,  it  was  found  as  fact  that  the  bank  received  payment  in  good 
faith,  but  that  in  the  circumstances  the  bank  were  liable,  as  every  one  who 
takes  a  cheque  "  not  negotiable  "  takes  it  at  his  own  risk,  and  his  title  to 
the  money  is  as  defective  as  his  title  to  the  cheque  itself.  The  immunity 
provided  to  bankers  by  section  82  was  held  inapplicable  to  the  case  in 
question.  Further,  the  facts  above  stated  were  found  insufficient  to  con- 
stitute the  rate  collector  a  customer  of  the  Bank  (Great  Western  Railway 
Co.  v.  London  and  County  Banking  Co.  (1901),  A.C.  414). 

Valuable  Consideration. — There  is  a  material  difference  between  the 
law  of  England  and  Scotland  with  regard  to  the  consideration  necessary  to 
support  a  bill  or  cheque.  According  to  the  law  of  England  a  cheque  must 
be  granted  for  value,  whereas  in  Scotland  a  cheque  is  valid  though  given 
for  no  valuable  consideration.  In  England  mere  inadequacy  of  considera- 
tion does  not  of  itself  invalidate  a  bill  or  cheque  (Jones  v.  Gordon  (1877), 
2  App.  Cases  616  HL.)  But  if  it  can  be  shown  that  a  considerable  under- 
value was  given  for  a  cheque,  it  is  an  element,  and  an  important  element, 
in  considering  whether  the  man  who  gave  that  undervalue  was  acting  in 
bona  fide.  Valuable  consideration  has  been  denned  as  "  some  right,  interest, 
profit,  or  benefit  accruing  to  the  one  party,  or  some  forbearance,  detriment, 
loss,  or  responsibility  given,  suffered,  or  undertaken  by  the  other," — per 
Lush.  J.  in  Currie  v.  Misa  (1877),  L.R,  10  Ex.  at  p.  162.  For  the  statu- 
tory definition  of  valuable  consideration  see  Bills  and  Bills  of  Exchange 
Act  1882,  s.  27.  In  Scotland  the  plea  of  non-onerosity  is,  however,  rele- 
vant (1)  where  there  is  no  intention  to  grant  an  obligation  or  where  a 
cheque  has  been  obtained  from  the  drawer  by  fraud  or  force  and  fear.  In 
the  hands  of  a  person  who  has  so  obtained  it  a  cheque  is  invalid,  and  if  it 
have  been  passed  on  to  a  third  party,  such  third  party,  to  entitle  him  to 
recover  from  the  drawer,  must  prove  that  he  obtained  it  for  valuable  con- 
sideration.    (2)  Where  a  cheque  has  been  drawn  on  condition  that  it  shall 
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only  be  used  on  the  occurrence  of  a  certain  event  which  does  not  happen, 
or  in  payment  of  goods  which  are  not  delivered.  (3)  Where  it  is  given  in 
consideration  of  the  payee's  delaying  enforcement  of  an  obligation  which 
afterwards  turns  out  to  be  invalid  (J\facdonald  v.  Union  Bank,  1864,  2  M. 
963).  (4)  Where  it  is  given  for  an  immoral  consideration,  or  one  contrary 
to  statute.  Thus  it  has  been  decided  in  England  that  where  a  cheque  had 
been  given  in  payment  of  bets  upon  horse-racing,  and  indorsed  by  the  payee 
to  a  third  person  for  value  with  notice  of  the  consideration  for  which  it  was 
granted  by  the  drawer  when  it  was  so  indorsed  to  him,  the  holder  could 
not  maintain  an  action  on  the  cheque,  as  it  must  be  deemed  by  virtue  of  5 
and  6  Will.  IV.  c.  41  to  have  been  given  for  an  illegal  consideration.  But 
the  illegality  of  the  gaming  consideration  is  immaterial  to  a  bona  fide 
holder  without  notice  of  the  consideration  (Woolf  v.  Hamilton  (1898), 
2  Q.B.  337).  (5)  Where  it  is  reducible  either  at  common  law  or  by  statute 
at  the  instance  of  the  drawer's  creditors. 

Holder  of  Cheque  deemed  to  be  Onerous  Holder. — Every  holder  of  a 
cheque  is  prima  .facie  deemed  to  be  a  holder  in  due  course,  and  the  pro- 
visions of  the  Bills  of  Exchange  Act  with  regard  to  holders  in  due  course 
apply  to  cheques  (Semple  v.  Kyle,  1902,  4  F.  421).  But  if  in  an  action 
upon  a  cheque  it  is  admitted  or  proved  that  the  issue  or  subsequent 
negotiation  of  the  cheque  is  affected  with  fraud,  duress,  force  and  fear,  or 
illegality,  the  burden  of  proof  is  shifted  unless  and  until  the  holder  proves 
that  subsequent  to  the  alleged  fraud  or  illegality  value  has  in  good  faith 
been  given  for  the  cheque. 

Indorsation. — A  cheque  being  a  bill  of  exchange  payable  on  demand, 
may,  like  any  other  bill,  be  indorsed  so  as  to  entitle  the  indorser  or  any  sub- 
sequent holder  to  sue  the  indorser  thereon,  and  the  ordinary  rules  applicable 
to  the  indorsation  of  bills  of  exchange  apply.  But  the  ordinary  indorsation 
of  a  payee  to  a  banker  is  not  such  as  to  subject  him  to  any  liability.  Such 
an  indorsation  is  really  of  the  nature  of  an  acknowledgment  of  receipt  of 
payment,  and  a  guarantee  to  the  drawer  that  the  banker  has  paid  the 
cheque — on  the  principle  that  when  a  document  of  debt  is  in  the  debtor's 
possession  payment  of  the  debt  is)  presumed — and  that  he  is  therefore 
entitled  to  debit  his  account  with  the  amount.  An  indorsation  is  usually 
though  not  necessarily  written  on  the  back  of  the  cheque. 

A  cheque  drawn  in  favour  of  "  A.  B.  or  bearer  "  is  negotiated  by  delivery 
without  indorsation,  and  may  be  passed  from  hand  to  hand  like  an  ordinary 
bank  note.  When  presented  to  a  banker  for  payment  it  requires  no  in- 
dorsation. A  cheque  drawn  payable  to  bearer,  so  long  as  it  purports  to  be 
so  payable,  cannot  be  restrictively  indorsed  by  the  payee  or  any  subsequent 
holder  so  as  to  be  payable  to  the  order  of  the  indorser,  although  the  payee 
of  such  a  cheque  is  entitled  to  substitute  the  word  "  order  "  for  the  word 
"  bearer  "  in  the  body  of  the  cheque,  and  thus  to  change  the  cheque  from 
one  payable  to  bearer  to  one  payable  to  order.  A  cheque  in  favour  of  a 
person  "or  order"  is  negotiable  by  the  indorsation  of  that  person  and  delivery 
to  the  indorsee.  The  indorsation  may  be  (1)  general,  i.e.  blank  indorsed, 
and  a  cheque  so  indorsed  becomes  payable  to  bearer ;  (2)  special,  i.e.  the 
indorsement  specifies  the  person  to  whom  or  to  whose  order  the  cheque  is  to 
be  payable ;  and  (3)  restrictive,  i.e.  when  the  indorsement  prohibits  the 
further  negotiation  of  the  cheque,  or  which  expresses  that  it  is  a  mere 
authority  to  deal  with  the  cheque  as  then  directed,  and  not  as  a  transfer  of 
the  ownership,  as  for  example  if  it  be  indorsed  "  Pay  D.  only,"  or  "  Pay  D. 
for  the  account  of  X."  (Act,  sees.  34  and  35). 

A  banker  is  bound  to  pay  a  cheque  which  purports  to  be  indorsed  by 
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the  person  to  whom  it  is  drawn  payable,  and  so  long  as  the  indorsement  is 
regular  the  banker  is  under  no  obligation  to  ascertain  that  it  is  bona  fide. 
In  the  case  of  a  crossed  cheque  this  freedom  from  liability  depends  on  his 
obeying  the  direction  conveyed  by  the  crossing  (see  "  Crossed  Cheques," 
supra).  A  banker  who  suspects  on  reasonable  grounds  an  indorsa- 
tion to  be  forged  is,  however,  justified  in  taking  time  to  inquire  into  its 
genuineness. 

Where  a  person  is  under  obligation  to  indorse  a  cheque  in  a  repre- 
sentative capacity,  he  may  indorse  it  in  such  terms  as  to  negative  personal 
liability  by  the  addition  of  words  indicating  that  he  signs  merely  as  an 
agent  or  filling  a  representative  capacity. 

Dishonouring  Cheque. — A  banker  is  bound  to  honour  his  customer's 
cheque  if  it  be  presented  to  him  within  banking  hours  and  he  have  funds 
sufficient  to  meet  it.  If  he  fail  or  refuse  to  do  so  he  will  be  liable  in 
damages  to  his  customer,  though  not  to  the  payee,  with  whom  he  has  no 
parity  of  contract,  should  his  customer  suffer  loss  or  damage  through  such 
failure  or  refusal.  Where  a  customer  is  neither  bankrupt  nor  vergens  ad 
inopiam  a  banker  cannot  refuse  to  honour  his  cheque  where  there  are 
funds  sufficient  to  meet  it,  and  retain  the  money  as  security  for  a  bill  which 
has  not  yet  matured,  nor  in  security  of  a  claim  against  the  bankrupt  in 
regard  to  which  there  is  nothing  more  than  a  presumption  of  liability 
(King  v.  British  Linen  Co.,  1899,  1  F.  928). 

Payment  of  Cheque  on  Forged  Signature  of  Drawer. — While  a  banker 
who  pays  a  cheque  bona  fide  and  without  negligence  on  an  indorsement 
which  subsequently  turns  out  to  have  been  forged  is  protected  (see  "  Forged 
Indorsement,"  infra),  no  similar  protection  is  afforded  him  in  the  case  of  the 
forged  signature  of  the  drawer,  on  the  ground  that  a  banker  is  held  to  know 
his  customer's  signature.  Consequently,  where  a  banker  pays  a  cheque, 
though  in  bona  fide  and  without  negligence,  the  signature  to  which  has  been 
forged  or  adhibited  without  the  drawer's  authority,  he  will  be  liable  to  the 
drawer  in  repetition  of  the  amount  unless  the  circumstances  have  been  such 
as  to  preclude  the  drawer  from  setting  up  the  forgery  or  want  of  authority. 
There  have  been  several  recent  American  cases  on  this  point  where  the 
courts  have  decided  in  favour  of  the  bankers,  on  the  ground  that  the 
customer  had  not  exercised  the  degree  of  care  required  by  him  in  the  cir- 
cumstances disclosed  by  the  evidence,  including  the  relation  of  the  parties 
and  the  established  usages  of  business  (Leather  Manufact.  Bank  v.  Morgan, 
10  Davis,  96 ;  National  Bank  of  Birmingham  v.  Allen,  46  Freeman  Am. 
St.  Eep.  80 ;  German  Savings  Bank  v.  Citizens  Nat.  Bank,  63  Freeman,  p. 
399).  Mere  delay  on  the  drawer's  part  in  giving  notice  of  the  forgery  will 
not  necessarily  imply  adoption  nor  bar  him  from  repudiating  liability  unless 
the  holder  or  others  have  been  prejudiced  by  his  silence.  If  the  drawer 
lead  the  bank  to  believe  in  the  genuineness  of  his  signature  till  the  bank 
have  lost  some  opportunity  of  recovering  the  cheque  which,  had  the  forgery 
been  known,  it  might  have  used,  such  delay  will  effect  a  sufficient  alteration 
in  the  bank's  position  to  preclude  the  drawer  setting  up  the  forgery.  But 
where  the  customer  was  first  informed  of  the  fact  that  certain  entries 
debited  against  his  account  were  in  respect  of  cheques  forged  by  one  of  the 
bank's  servants  by  the  accredited  agent  of  the  bank,  who  requested  his 
silence,  it  was  held  that  in  complying  with  this  request  honestly  and  with 
a  view  to  what  he  believed  to  be  the  bank's  interest  the  customer  had  not 
inflicted  a  legal  wrong  upon  the  bank,  and  that  he  was  not  therefore 
prevented  from  relying  upon  the  forgery  (Ogilvie  v.  West.  Aust.  Mort.  and 
Agency  Corporation  (1890),  A.C.  257). 
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Liability  qf  Bank  in  respect  of  Forged  Indorsation. — Section  19  of  the 
Stamp  Act  of  1853  (16  and  17  Vict.  c.  59),  which  is  not  repealed,  provides 
that  "  any  draft  or  order  drawn  upon  a  banker  for  a  sum  of  money  pay- 
able to  order  on  demand  which  shall  when  presented  for  payment  purport 
to  be  indorsed  by  the  person  to  whom  the  same  shall  be  drawn  payable  shall 
be  a  sufficient  authority  to  such  banker  to  pay  the  amount  of  such  draft 
or  order  to  the  bearer  thereof;  and  it  shall  not  be  incumbent  on  such 
banker  to  prove  that  such  indorsement  or  any  subsequent  indorsement  was 
made  by  or  under  the  direction  or  authority  of  the  person  to  whom  said 
draft  or  order  was  or  is  made  payable  either  by  the  drawer  or  any  indorser 
thereof."  Section  60  of  the  Bills  of  Exchange  Act  substantially  repeats 
this  provision,  and  enacts  that  it  is  not  incumbent  on  a  banker  who  pays  in 
good  faith  and  in  the  ordinary  course  of  business  a  cheque  drawn  upon  him 
to  order  on  demand  to  show  that  the  indorsement  of  the  payee  or  any  sub- 
sequent indorsement  was  made  by  or  under  the  authority  of  the  person 
whose  indorsement  it  purports  to  be,  and  that  the  banker  in  such  circum- 
stances is  deemed  to  have  paid  the  cheque  in  due  course  although  such  in- 
dorsement has  been  forged  or  made  without  authority.  In  other  words,  a 
banker  is  justified  in  paying  a  cheque  which  purports  to  be  indorsed  by 
the  person  to  whom  it  is  drawn  payable  or  to  be  indorsed  by  or  with  his 
authority,  as  per  procuration  or  by  his  agent,  though  it  should  subsequently 
turn  out  that  the  indorsation  is  a  forgery  or  has  been  adhibited  without  the 
payee's  sanction  or  authority,  provided  that  the  payment  have  been  made 
without  negligence  in  good  faith  and  in  the  ordinary  course  of  business. 
Negligence  is  a  question  of  fact  which  will  be  determined  according  to  the 
circumstances  of  each  particular  case.  Thus  a  banker  who  honours  a  cheque 
drawn  payable  to  A.  B.  or  order  and  indorsed  for  "  A.  B.,  C.  D."  or  "  A.  B.  per 
C.  D."  will  not  be  protected,  as  such  an  indorsation  does  not  purport  to  be 
signed  by  A.  B.  or  by  his  authority.  The  protection  afforded  by  the  statute 
applies  only  to  the  banker  on  whom  the  cheque  is  drawn,  and  does  not 
extend  to  an  indorsee  who  takes  the  cheque  with  all  the  latent  rights  and 
disabilities  of  the  person  from  whom  he  received  it,  or  to  a  banker  who 
undertakes  to  collect  the  proceeds  on  behalf  of  a  person  who  is  not  a 
customer  of  his  own.  Thus  in  one  case  a  cheque  was  drawn  by  A.  B.  payable 
to  C.  D.  or  his  order.  It  was  stolen  from  C.  D.  by  his  clerk,  who,  after  forging 
his  master's  signature,  presented  it  to  a  banker  to  whom  he  was  a  stranger, 
for  the  purpose  of  collection.  The  collecting  banker  received  the  proceeds 
from  the  banker  on  whom  the  cheque  was  drawn,  and  handed  them  less 
commission  to  the  thief,  who  absconded.  In  an  action  by  the  drawer  it  was 
held  that  while  the  banker  on  whom  the  cheque  was  drawn  was  protected 
on  the  ground  that  though  he  was  bound  to  know  the  signature  of  his 
customer,  the  drawer,  he  could  not  be  supposed  to  know  that  of  the  payee, 
and  that  he  had  paid  the  cheque  to  the  order  of  the  person  to  whom  it  pur- 
ported to  be  payable,  no  such  protection  was  afforded  to  the  collecting 
banker,  who  took  the  cheque  with  all  the  disabilities  attaching  to  the  person 
from  whom  he  received  it,  and  who  must  be  held  to  have  received  payment 
from  the  drawee  not  on  behalf  of  his  principal  but  of  the  true  owner,  the 
person  who  had  a  legal  title  to  it  prior  to  the  forgery  (Ogden  v.  Benas,  L.E. 
9  C.P.  513).     As  to  crossed  cheques,  see  supra, 

A  bona  fide  holder  for  value  of  a  cheque  payable  to  order  subsequent  to 
the  forged  or  unauthorised  indorsation  cannot  go  beyond  it  so  as  to  sue  a 
party  whether  as  drawer  or  indorser  liable  on  the  cheque  prior  to  such 
indorsation.  Thus  if  A.  draws  a  cheque  on  his  banker  payable  to  B.  or  his 
order,  which  is  lost  in  transmission,  and  it  falls  into  the  hands  of  dishonest 
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persons  who  forge  B.'s  indorsement  and  pass  it  for  value,  the  holder  for  value 
has  no  recourse  against  A.  if  he  have  stopped  payment  of  the  cheque.  Nor 
is  the  holder  even  entitled  to  retain  the  cheque. 

Altered  Cheques. — As  between  a  banker  and  his  customer  an  alteration 
in  the  amount  of  a  cheque  does  not  necessarily  void  the  cheque.  Thus  a 
banker  who  pays  the  full  amount  upon  a  cheque  the  sum  in  which  has  been 
increased  through  no  fault  or  negligence  on  the  part  of  his  customer,  may 
still  debit  his  customer  with  the  amount  for  which  it  was  originally  drawn, 
but  not  for  any  excess  which  he  has  paid  over  that  amount.  Where,  how- 
ever, the  customer  has  been  guilty  of  such  neglect  or  carelessness  as  to  have 
been  the  proximate  cause  of  the  banker  having  been  misled,  as  when  the 
customer  so  negligently  draws  the  cheque  as  to  permit  an  alteration  to  be 
easily  made,  the  banker  will  be  entitled  to  debit  his  customer  with  the  full 
amount  which  he  has  paid  upon  it. 

When  Funds  in  hands  of  Bank  insufficient  to  meet  Cheques  when 
presented. — Where  a  banker  has  funds  belonging  to  customer  but  insufficient 
in  amount  to  meet  a  cheque  drawn  upon  the  account,  presentation  of  the 
cheque  operates  in  Scotland  (sec.  53  (2)),  though  not  in  England  (sec.  53 
(1)),  as  an  intimated  assignation  on  behalf  of  the  presenter  (British  Linen 
Co.  v.  Carruthers,  1883,  10  R.  923).  In  Scotland  the  practice  is  to  return 
the  cheque  with  the  marking  "  insufficient  funds  "  and  to  place  the  amount 
standing  at  the  credit  of  the  customer  in  a  separate  account  bearing  refer- 
ence to  the  cheque.  The  bank,  however,  cannot  refuse  payment  of  the 
credit  balance  if  the  presenter  deliver  up  the  cheque.  In  England  the 
cheque  is  returned,  and  in  the  event  of  a  subsequent  cheque  being  presented 
sufficient  to  draw  out  the  amount  standing  at  the  credit  of  the  drawer  or 
for  a  less  sum  such  cheque  is  honoured. 

Stale  or  Overdue  Cheques. — A  cheque  is  deemed  to  be  stale  or  overdue 
when  it  appears  on  the  face  of  it  to  have  been  in  circulation  for  an  un- 
reasonable length  of  time.  What  is  an  unreasonable  length  of  time  is  a 
question  of  fact,  and  varies  according  to  circumstances.  Thus  "  it  cannot 
be  laid  down  that  as  a  matter  of  law  a  party  taking  a  cheque  after  any  fixed 
time  from  date  does  so  at  his  peril,  and  that  the  mere  fact  of  the  banker 
having  cashed  the  cheque  five  days  after  it  bore  date,  for  a  person  who  had 
not  given  value  for  it,  did  not  entitle  the  drawer  to  recover  from  the 
banker "  (per  Lord  Tenterden  in  Rothschild  v.  Cooney,  9  B.  and  C.  388). 
By  unreasonable  time  is  meant  such  a  length  of  time  as  ought  to  have 
excited  suspicion  in  the  mind  of  an  ordinary  careful  holder.  A  cheque 
which  has  become  stale  or  overdue  can  only  be  negotiated  subject  to  any 
defect  of  title  affecting  it,  and  no  person  who  takes  it  can  acquire  or  give  a 
better  title  than  that  which  the  person  from  whom  he  took  it  had  (Act, 
sec.  36  (2)).  As  a  cheque  does  not  prescribe  for  six  years  after  its  date 
the  drawer  is  liable  for  the  amount  thereof  any  time  within  that 
period. 

Where  a  cheque  which  appears  to  have  been  in  circulation  for  an  un- 
reasonable length  of  time  is  presented  to  a  banker  for  payment,  he  is  entitled 
to  time  to  consult  the  drawer  before  paying  it. 

Property  in  Cheques. — A  cheque  taken  in  payment  remains  the  property 
of  the  payee  only  so  long  as  it  remains  unpaid.  When  paid,  the  banker  is 
entitled  to  keep  it  as  a  voucher  till  his  account  with  his  customer  is  settled 
or  until  the  customer's  account  is  docqueted.  After  that  the  drawer  is 
entitled  to  it  as  a  voucher  between  him  and  the  payee. 

Protest  and  Summary  Diligence  (Scotland). — The  point  has  never  been 
expressly  decided,  but  the  opinion  is  generally  entertained  that  summary 
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diligence  is  incompetent  on  a  cheque  (M'Lean  v.  Clydesdale  Bank,  1883, 
II  R  (H.L.)  at  p.  5).  Allan  M'Neil. 

Chq. — Contraction  for  cheque. 

C.i.f . — Contraction  for  cost,  insurance,  and  freight. 

Circular  Note,  sometimes  called  a  circular  letter  of  credit,  is  a 
letter  addressed  to  bankers  at  different  places  providing  for  the  financial 
accommodation  of  persons  travelling.  Persons  travelling  abroad  may  save 
themselves  the  trouble  of  carrying  large  sums  of  money  by  this  means. 
They  go  to  their  bankers  in  this  country  and  purchase  a  letter  of  credit. 
The  banker  from  whom  such  a  person  obtains  the  letter  of  credit  advises 
the  other  bankers  of  such  issue,  and  furnishes  them  with  a  copy  of  the 
person's  signature.  On  presentation  of  the  letter  of  credit  at  the  foreign 
bankers,  the  person  on  signing  his  name  in  the  presence  of  the  banker 
obtains  cash  which  is  noted  on  the  circular  note. 

Clear  Days. — When  so  many  clear  days'  notice  has  to  be  given, 
the  number  of  days  has  to  be  reckoned  exclusive  of  the  day  of  giving  notice 
and  the  day  of  the  event.  For  example,  if  fourteen  clear  days'  notice  has 
to  be  given  of  a  meeting  to  be  held  on  30th  April,  then  the  last  possible 
day  for  giving  notice  would  be  the  15th  April. 

Clearing  House. — There  is  no  authentic  record  as  to  when  the 
Clearing  House  was  originated,  or  by  whom  the  system  was  promulgated. 
But  there  is  evidence  which  shows  that  the  idea  was  due  rather  to  the 
individual  ingenuity  of  the  bankers'  clerks  than  to  the  economic  ideas  of 
their  employers.  The  clerks  of  the  various  banks  in  London  who  were 
entrusted  with  the  duty  of  presenting  drafts  at  the  different  bank  offices 
found  that  it  would  save  both  time  and  trouble  to  themselves  individually 
to  meet  and  exchange  charges  at  agreed-on  places.  Such  meetings  at  first 
took  place  at  street  corners,  but  latterly  taverns  were  the  places  frequented. 
The  risk  incidental  to  such  an  irregular  procedure  led  the  banks  to  fix 
upon  an  appropriate  place  for  the  conducting  of  such  business.  The  year 
1775  is  generally  stated  as  the  date  when  the  Clearing  House,  as  dis- 
tinguished from  the  Note  Exchange,  which  will  be  immediately  referred  to, 
was  instituted  by  the  London  banks.  It  is,  however,  clear  that  for  some 
time  prior  to  that  date  there  was  a  recognised  central  meeting-place,  for 
Mr.  Hilton  Price  quotes  an  entry  under  date  1773  of  "  quarterly  charge 
for  use  of  clearing  room,  19s.  6d." 

As  applied  to  banking — for  there  are  many  systems  of  clearing — the 
Clearing  House  may  be  defined  as  a  central  meeting-place  where  the  repre- 
sentatives of  the  various  banks  which  join  in  it  assemble  at  stated  times 
and  there  settle  their  respective  differences  by  setting  off  their  mutual 
debts  against  their  mutual  credits,  and  thereafter  paying  for  or  receiving 
any  balance  due,  thus  paying  the  accounts  due  by  each  by  the  accounts  due 
to  each  without  the  use  of  coin. 

In  the  present  article  the  example  taken  is  the  Edinburgh  Clearing 
House  for  Scotch  banks.  Being  on  a  comparatively  small  scale  the  trans- 
actions will  be  more  easily  followed. 

The  Clearing  House  system  as  now  developed  and  practised  serves  two 
purposes — (1)  a  Note  Exchange,  and  (2)  the  clearing  of  cheques  and  other 
bank  vouchers. 

Note  Exchange. — This  is  said  to  have  been  originated  by  the  banks  at 
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Naples  in  the  sixteenth  century.  There  a  central  chamber  was  instituted,, 
to  which  each  bank  sent  a  representative.  These  representatives  stated 
their  different  claims  against  each  other,  and  the  balance  remaining  was 
paid  in  notes.  It  was  not  until  the  year  1752  that  the  system  then  founded 
was  followed  in  this  country,  and  then  by  the  Edinburgh  banks.  The 
benefits  to  be  derived  from  a  daily  exchange  of  notes  cannot  be  overrated. 
In  Scotland  the  right  to  issue  bank-notes  was  formerly  regarded  as  a 
common  law  right  not  confined  to  any  of  the  great  banking  corporations, 
but  extending  to  individuals  whose  power  of  issuing  notes  was  only  limited 
by  their  credit  with  the  public  and  their  ability  to  maintain  their  notes  m 
circulation.  Now,  however,  the  right  to  issue  bank-notes  is  regulated  by 
Act  of  Parliament  and  under  stringent  conditions.  At  the  present  moment 
banking  in  Scotland  is  conducted  by  ten  joint-stock  banks,  all  of  them 
being  banks  of  issue.  By  Sir  Eobert  Peel's  Act  of  1845,  which  was  passed 
to  regulate  the  issue  of  bank-notes  in  Scotland,  under  which  and  since  its 
date  the  circulation  of  the  Scotch  bank-notes  has  been  conducted,  it  is  not 
lawful  for  any  bank  in  Scotland  to  have  in  circulation  upon  the  average  of 
a  period  of  four  weeks  a  greater  amount  of  notes  than  the  amount  of  its 
authorised  issue  plus  the  amount  of  the  gold  and  silver  coin  held  by  such 
bank  at  its  head  office  or  principal  place  of  issue  during  the  same  period  of 
four  weeks.  Notes  are  said  "  to  be  in  circulation  "  from  the  time  they  are 
issued  by  the  bank,  or  any  servant  or  agent  of  the  bank,  until  they  have 
actually  returned  to  the  same  parties.  When  it  is  considered  that  each 
bank  must  keep  in  reserve  coin  upon  which  interest  is  lost  for  every  note 
issued  in  excess  of  its  authorised  limit,  and  when  apart  from  this  the  note 
issue  is  burdened  with  a  composition  stamp  duty,  the  benefits  derived  from 
a  daily  exchange  of  notes  are  of  the  utmost  significance.  With  regard 
to  the  settlement  of  the  difference,  the  practice  was  formerly  for  the  banks 
to  settle  these  by  ten  days'  drafts  on  London.  Thereafter  it  was  agreed 
that  the  difference  should  be  paid  by  Exchequer  Bills,  but  now  the  balances 
are  carried  forward  to  the  subsequent  clearing  of  cheques,  etc.,  and  the 
general  balance  of  these  transactions  is  settled  twice  a  week  by  a  payment 
in  London,  in  accordance  with  rules  adjusted  by  the  various  banks,  which 
rules  are  the  guide  in  the  regulation  of  the  method  by  which  the  exchange 
of  notes  is  made,  as  well  as  in  the  matter  of  the  settlement  of  the  balance 
arising  out  of  them.     These  rules  are  as  follows  : — 

1.  There  shall  be  exchanges  of  notes,  and  general  settlements  of  these  ex- 
changes, and  of  the  Clearing  House,  as  follows  : — 


Exchange  of  Notes. 

General  Settlement  of  Exchanges  and  Clearing. 

On 

To  Include 

Notes. . 

Clearings. 

Daily,   except  Mon- 
day, at  10  A.m. 

Monday  at  2  p.m. 

The  notes  of  Thurs- 
day and  Friday, 
and      the     large 
notes   of    Satur- 
day ;     also     the 
Glasgow  a  n  d 
country      ex- 
changes of  Satur- 
day. 

Friday,       Saturday, 
and  Monday. 
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Exchange  of  Notes. 

General  Settlement  of  Exchanges  and  Clearing. 

On 

To  Include 

Notes. 

Clearings. 

Also    on    Saturday, 

at    1    P.M.,     for 

large  notes  only. 

Thursday  at  2  p.m. 

The  small  notes  of 

Tuesday,      Wednes- 

Saturday,       the 

day,  and  Thurs- 

notes of  Monday, 

day. 

Tuesday,         and 

Wednesday ;  also 

the   country  ex- 

changes of  Wed- 

nesday, and  the 

Leith          settle- 

ments of  Thurs- 

day morning. 

The  general  settlements  shall  be  made  by  the  clearing  clerks. 

2.  When  Monday  is  a  holiday  the  general  settlement  shall  be  made  on 
Tuesday,  but  there  shall  be  no  exchange  of  notes  on  that  day  ;  when  Thursday  is 
a  holiday,  the  general  settlement  shall  be  made  on  Friday ;  when  Saturday  is  a 
holiday,  there  shall  be  an  exchange  on  Friday  afternoon. 

When  the  term  day  falls  on  a  Saturday,  the  exchange  shall  meet  in  the  after- 
noon at  such  hour  as  may  be  agreed  upon. 

3.  The  clerks  shall  be  in  attendance  punctually  at  the  hours  stated,  fifteen 
minutes  after  which  the  doors  are  to  be  closed,  and  the  notes  in  the  hands  of 
the  banks  not  represented  excluded  until  next  Exchange.  Such  banks  shall, 
however,  retire,  in  accordance  with  Rule  7,  the  notes  brought  into  the  exchange 
against  them  by  other  banks. 

4.  Each  bank  shall  be  represented  by  at  least  two  clerks.  On  arriving  at 
the  exchange  room  one  of  the  clerks  shall  deliver  the  notes,  and  the  other  clerk 
shall  remain  in  the  box  to  receive  the  notes  from  the  other  banks.  Unless 
there  is  a  clerk  to  receive  them,  on  no  account  shall  any  notes  be  passed  through 
the  wickets.  Xo  one  shall  enter  the  box  of  another  bank — the  door  must  be  kept 
locked. 

5.  The  clerks  from  each  bank  shall  all  remain  in  the  exchange  room  until  the 
whole  of  the  notes  received  by  them  have  been  counted,  and  at  least  one  clerk 
from  each  bank  shall  remain  until  the  whole  of  the  notes  delivered  by  that  bank 
have  been  counted.  The  notes  received  from  any  one  bank  shall  not  be  mixed 
with  those  received  from  the  other  banks  until  they  have  been  found  to  agree 
with  the  specification  received  along  with  them.  In  case  of  a  dispute  arising 
on  any  occasion  as  to  the  amount  contained  in  any  parcel  of  notes  received  or 
delivered  by  a  bank  which  has  infringed  the  rules  in  this  clause,  such  bank 
shall,  in  the  absence  of  conclusive  evidence  in  its  favour,  be  held  to  be  in  the 
wrong. 

To  prevent  any  undue  delay  in  counting  the  notes,  each  of  the  banks  shall 
provide  a  competent  staff  for  that  purpose,  to  the  satisfaction  of  the  settling  bank 
of  the  day. 

6.  The  settlements  shall  be  undertaken  each  alternate  month  by  the  Bank  of 
Scotland  and  by  the  Royal  Bank  of  Scotland  ;  but  neither  bank  shall  be  held  to 
incur  any  responsibility  in  respect  of  these  transactions. 

On  Monday  and  Thursday  the  balances  shall  be  included  in  the  general 
settlement  of  the  exchange  and  clearing.  On  Tuesday,  Wednesday,  Friday,  and 
Saturday  morning,  unless  when  a  general  settlement  falls  on  any  of  these  days, 
the  exchange  balances  shall  be  combined  with  the  general  balance  of  the  clearing 
of  the  same  day.  On  Saturday  afternoon  the  settling  bank  shall  grant  and  receive 
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vouchers  for  the  balances,  which  shall  be  carried  into  the  next  day's  clearing,  and 
shall  bear  interest  at  the  current  deposit  receipt  rate. 

7.  When  the  balances  of  the  general  settlement  have  been  struck,  the  settling 
clerk  of  the  day  shall  at  once  enter  the  particulars  in  a  record  provided  for  that 
purpose,  and  the  banks  who  are  debtors  in  the  settlement  shall,  on  the  same  day, 
before  the  close  of  business,  send  to  the  banks  who  are  creditors  letters  intimating 
that  in  four  days  thereafter  the  respective  amounts  due  will  be  transferred  to  their 
credit  in  London.  The  debtor  banks  shall,  on  the  settling  day,  include  in  the 
settlement  letters  four  days'  interest  on  the  amounts,  at  the  current  deposit 
receipt  rate.  In  the  event  of  the  fourth  day  after  the  settling  day  being  a  bank 
holiday  in  London,  the  payment  of  the  balances  shall  be  postponed  until  the  first 
business  day  thereafter,  and  additional  interest  shall  be  paid  for  the  day  or  days 
so  added. 

8.  In  the  event  of  the  amount  of  any  transfer  by  advice  not  being  duly  paid 
in  London,  without  prompt  and  satisfactory  explanation  of  the  cause,  the  bank 
issuing  such  intimation  of  transfer  shall  be  immediately  excluded,  from  the 
exchange  room  and  Clearing  House. 

9.  When  exchanges  are  established  in  provincial  towns,  the  exchangeable 
notes  received  at  the  agencies  must  be  exchanged  there  ;  and  must  under  no 
pretext  be  forwarded  to  meet  the  exchanges  in  Edinburgh  or  at  the  other 
agencies. 

10.  It  is  further  understood  and  agreed,  in  consideration  of  the  circulation  of 
each  bank  (other  than  what  may  be  issued  against  gold  and  silver  coin)  being 
fixed  and  limited  by  the  Act  8  &  9  Vict.  c.  38,  that  the  banks  shall  bring  to  the 
exchange  room  regularly,  at  their  head  offices  and  agencies,  all  the  exchangeable 
notes  which  they  receive  ;  and  that  under  no  circumstances  shall  any  of  the  sub- 
scribing banks  issue  the  notes  of  another  bank  of  issue  in  Scotland  without 
permission  first  asked  and  obtained. 

11.  The  record  of  the  general  settlements  shall  be  open  for  the  inspection  of 
any  of  the  subscribing  banks  at  such  times  as  may  be  convenient. 

1 2.  Any  of  the  parties  to  this  agreement  shall  be  entitled  to  withdraw  from 
it  on  giving  three  months'  notice. 

Clearing  of  Cheques  and  other  Bank  Vouchers. — Although  the  clearing  of 
cheques  at  a  central  meeting-place  was  recognised  as  an  established  institution 
in  London  about  the  year  1775,  it  was  not  until  the  year  1856  that  a  similar 
institution  was  established  in  Scotland,  and  then  by  the  Glasgow  banks. 
Edinburgh  followed  in  1860,  and  from  time  to  time  thereafter  clearings 
were  formed  in  the  provinces  as  necessity  arose.  As  with  the  exchange  of 
notes,  the  various  banks  exchange  all  the  clearing  vouchers  of  debt  which 
they  hold,  paying  or  receiving  according  to  rules  adjusted  and  approved  of 
by  the  various  banks.  The  Edinburgh  Clearing  House  is  at  present  com- 
posed of  eight  of  the  ten  joint-stock  banks  in  Scotland.  The  two  remaining 
banks,  viz.,  the  Town  and  County  Bank  and  the  Caledonian  Bank,  are 
represented  at  the  clearing,  the  former  by  the  Eoyal  Bank  and  the  latter 
by  the  Bank  of  Scotland.  The  drafts  granted  for  the  balances  struck  at 
the  clearings  in  the  provinces  find  their  way  into  the  final  settlements  at 
Edinburgh. 

The  rules  of  the  Edinburgh  Clearing  House,  which  may  be  taken  as 
typical  of  all  banking  clearing  systems,  are  as  follows : — 

1.  The  Clearing  House  shall  be  opened  on  every  business  day,  except  Satur- 
days and  local  holidays,  at  1  p.m.  ;  on  Saturdays  it  shall  be  opened  at  11  a.m.  ; 
and  on  local  holidays  it  shall  be  opened  at  10  a.m.  The  Clearing  House  shall 
be  closed  15  minutes  after  the  hour  of  opening.  There  shall  be  additional 
clearings  at  the  terms  of  Whitsunday  and  Martinmas,  as  may  be  arranged  by 
the  banks. 

2.  Each  bank  shall  be  represented  at  the  Clearing  House  by  a  competent  clerk, 
who  shall  deliver  and  receive  the  documents  referable  to  his  bank.  He  shall  be 
furnished  with  a  set  of  books  for  the  various  banks,  in  which  the  documents 
delivered  by  him  shall  be  entered,  summed,  and  tested  before  he  goes  to  the 
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Clearing  House,  and  he  shall  hand  to  each  of  the  other  banks  a  duplicate  list 
along  with  the  documents  delivered.  He  shall  also  be  furnished  with  a  book  in 
which  he  shall  strike  the  balances,  and  he  shall  not  leave  the  Clearing  House 
until  the  general  balance  has  been  completed. 

3.  Demand  documents  payable  at  the  banks  in  Edinburgh,  bills  domiciled  with 
the  chief  offices  of  the  banks  in  Edinburgh,  and  documents  payable  elsewhere  in 
Scotland  where  the  clearing  bank  has  not  a  branch  or  correspondent,  may  be 
passed  through  the  Clearing  House. 

4.  It  shall  be  in  the  option  of  each  bank  to  send,  by  post  to  the  places  where 
they  are  payable,  or,  in  the  case  of  Edinburgh  offices,  by  post  or  messenger,  direct 
to  the  offices  where  they  are  payable,  such  documents  as  are  clearable  under 
Rule  3,  and  to  obtain  payment  therefor  by  means  of  debit  vouchers  to  be  cleared 
in  their  place.  Such  documents  may,  except  on  local  holidays,  be  delivered  by 
messenger  between  chief  offices  in  closed  packets,  accompanied  by  a  list  of  the 
enclosures,  not  later  than  10  a.m.  on  ordinary  days,  and  9.30  a.m.  on  Saturdays. 
When  documents  are  presented  by  a  messenger,  otherwise  than  in  a  closed  packet, 
a  debit  voucher  therefor  shall  at  the  same  time  be  presented,  which,  if  the 
documents  are  duly  honoured,  shall  be  signed  by  the  receiving  bank,  and  returned 
by  the  messenger. 

5.  Each  document  shall  be  sufficiently  discharged  before  being  cleared  or 
remitted,  and  shall  distinctly  bear  the  name  of  the  bank  and  office  from  which 
it  proceeds.  Documents  passed  through  the  Clearing  House  shall  also  bear  a 
Clearing  House  stamp,  with  the  name  of  the  clearing  bank  and  the  date  of 
clearing. 

The  banks  agree  to  dispense  with  the  discharge  of  exchange  vouchers  passed 
through  the  Clearing  House. 

6.  Documents  payable  at  branches  within  the  municipal  boundary  of  the  city, 
passed  through  the  Clearing  House,  shall  be  presented  on  the  day  of  clearing. 
Demand  documents  payable  at  country  branches  shall  be  forwarded  on  the  day 
of  clearing. 

7.  Documents  payable  at  a  chief  office,  which  have  been  passed  through  the 
Clearing  House,  and  are  not  duly  honoured,  shall  be  returned  on  the  day  of 
clearing  by  messenger  to  the  office  by  which  they  were  cleared,  not  later  than 
3  p.m.  on  days  other  than  Saturdays  and  local  holidays,  12.30  p.m.  on  Saturdays, 
and  11.15  a.m.  on  local  holidays.  Documents  delivered  at  a  chief  office  in  closed 
packets  under  Rule  4,  shall  be  returned,  if  dishonoured,  not  later  than  through 
the  first  clearing  thereafter. 

Cheques  payable  at  a  branch  and  not  duly  honoured  shall  be  returned  by  first 
post  after  dishonour,  or  by  other  means  involving  no  greater  delay,  direct  to  the 
offices  at  which  they  were  cashed.  Bills  and  cash  orders  unpaid  shall  also  be 
returned  direct.  Documents  cleared  or  remitted  by  the  banks  on  account  of  their 
correspondents  shall  be  returned  direct,  when  slips  so  instructing  are  attached 
to  them. 

All  documents  returned  unpaid  shall  have  an  answer  appended,  stating  the 
cause  of  dishonour,  and  repayment  shall  be  effected  by  means  of  debit  vouchers  to 
be  passed  through  the  Clearing  House. 

8.  The  Bank  of  Scotland  and  the  Royal  Bank  of  Scotland  agree  to  undertake 
the  settlement  of  the  clearings  for  each  alternate  month.  On  Mondays  and 
Thursdays  the  balances  shall  be  included  in  the  general  settlement  of  the 
exchange  and  clearing  ;  on  other  days  the  settling  bank  shall  receive  from  those 
banks  which  are  debtors  on  the  clearing  settlement  (with  which  shall  be  included 
the  balance  of  the  exchange),  and  shall  give  to  those  which  are  creditors,  exchange 
vouchers  for  the  respective  balances  within  one  hour  after  the  striking  of  the 
clearing  balances.  These  vouchers  shall  be  brought  into  the  next  clearing,  and 
shall  bear  interest  from  the  date  of  issue  till  the  date  of  that  clearing,  at  the 
deposit  receipt  rate  current  on  the  day  of  settlement,  the  interest  being  included 
in  the  voucher  given  for  the  balance. 

The  rules  for  conducting  the  general  settlement  of  the  exchange  and  clearing 
are  laid  down  separately. 

Xeither  the  Bank  of  Scotland  nor  the  Royal  Bank  of  Scotland  shall  incur  any 
responsibility  whatever  in  respect  of  these  transactions. 

9.  All  expenses  connected  with  the  Clearing  House  shall  be  borne  by  the 
banks  in  equal  proportions,  and  shall  be  paid  by  them  half-yearly. 

Mode  of  Settlement. — At  the  settlements  in  Edinburgh  on  Tuesdays, 
Wednesdays,  Fridays,  and  Saturdays,  the  settling  bank,  that  is,  either  the 
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Bank  of  Scotland  or  Boyal  Bank,  at  both  the  note  exchange  and  clearing 
house,  receives  from  those  banks  which  are  debtors  on  the  clearing  settlement 
(with  which  is  included  the  balance  of  the  exchange),  and  gives  to  those 
which  are  creditors,  exchange  vouchers  for  the  respective  balances.  These 
vouchers  are  brought  into  the  next  clearing,  and  bear  interest  from  the 
date  of  issue  till  the  date  of  that  clearing,  at  the  deposit  receipt  rate 
current  on  the  day  of  settlement,  the  interest  being  included  in  the 
voucher  given  for  the  balance.  The  general  settlement  of  exchange  and 
clearing  takes  place  twice  a  week,  on  Mondays  and  Thursdays,  and  on 
these  days,  when  the  balances  are  struck,  the  indebtedness  is  defrayed  by 
the  debtor  banks  making  payment  in  London  four  days  after  date  of  the 
balances  due  by  them  to  the  various  banks  at  the  time  of  the  general 
settlement,  with  interest  for  such  four  days  at  the  current  deposit  receipt 
rate.  In  the  event  of  the  fourth  day  after  the  settling  day  being  a  bank 
holiday  in  London  the  payment  of  the  balances  is  postponed  until  the  first 
business  day  thereafter,  and  additional  interest  is  paid  for  the  day  or  days 
so  added.  The  exchange  vouchers  granted  by  the  settling  bank  on 
Tuesdays,  Wednesdays,  Fridays,  and  Saturdays  serve  merely  the  purpose 
of  carrying  forward  the  balance  brought  out  on  these  days,  and  such 
balances,  lessened  or  increased  each  successive  day,  are  only  finally  settled 
on  Mondays  and  Thursdays  at  the  general  settlement. 

The  following  is  an  abstract  of  a  Clearing  House  settlement : — 


Abstract 
Clearing  House  Settlements 


At  Edinbtirgh,  on. 


19. 


Due  to 

Banks. 

Due  by 

Bank  of  Scotland    .... 

Royal  Bank 

British  Linen  Company 
Commercial  Bank     .... 
National  Bank         .... 

Union  Bank 

Clydesdale  Bank     .... 
North  of  Scotland  Bank 

155,667 

6 

4 

65,756 

3 

3 

57,647 

19 

3 

123,452 

151,396 

54,107 

8 
11 
19 

7 
4 
3 

153,007 
28,390 

6 

10 

4 
6 

394,713 

2 

5 

394,713 

2     1 

5 
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In  settling,  the  rule  is  for  the  largest  debtor  bank  to  pay  to  the  largest 
creditor  bank.  If  the  former  has  anything  over,  the  balance  is  applied 
towards  payment  of  the  second  largest  creditor,  who  gets  any  difference 
there  may  be  from  the  next  largest  debtor.  If  the  amount  due  by  the 
largest  debtor  is  insufficient  to  meet  the  claim  of  the  largest  creditor,  the 
latter  falls  back  on  the  next  largest  debtor,  and  so  on,  the  creditors  in  order 
of  amount  being  paid  by  the  debtors  in  the  same  order  until  all  are  paid. 


eules  for  the  conduct  of  a  clearing  of  country  cheques 

in  London 

1.  A  clearing  to  be  held  in  the  middle  of  each  day  for  the  interchange,  among 
the  London  bankers,  of  cheques  on  their  correspondents  in  the  country,  placed  in 
their  hands  for  collection. 

2.  Each  London  banker  to  remit  for  collection  to  his  country  correspondents 
the  cheques  drawn  upon  them,  saying,  "  Please  say  if  we  may  debit  you  £ 

for  cheques  enclosed." 

3.  Country  bankers  wishing  to  avail  themselves  of  this  clearing  to  remit  their 
country  cheques  to  their  own  London  agent,  to  stamp  across  them  their  own  name 
and  address,  and  that  of  their  London  agent. 

4.  Any  country  bank  not  intending  to  pay  a  cheque  sent  to  it  for  collection, 
to  return  it  direct  to  the  country  or  branch  bank,  if  any,  whose  name  and  address 
is  across  it. 

5.  Each  country  banker  to  write  by  return  of  post  to  its  London  agent  in  reply, 
"We  credit  you  £  for  cheques  forwarded  to  us  for  collection  in  yours  of 

."     Adding,  in  case  of  non-payment  of  any  such  cheques,  "having 
deducted  £  for  cheque  returned  to  Messrs.  at  , 

and  £  returned  to  Messrs.  at  ." 


EULES   AND   EEGULATIONS   OBSERVED    AT   THE   LONDON    CLEARING   HOUSE 

Ordinary  Days,  excepting  Saturdays 

Morning  clearing  to  open  at  10.30.  Drafts,  etc.,  to  be  received  not  later  than 
11.     Morning  clearing  must  be  closed  by  12. 

Country  clearing  to  open  at  12.  Drafts,  including  returns,  to  be  received  not 
later  than  12.30.     Country  clearing  must  be  closed  by  2.15. 

Afternoon  clearing  to  open  at  2.30.  Drafts,  etc.,  to  be  received  not  later  than 
4.5.  Returns  to  be  received  not  later  than  5,  excepting  on  settling  days  and  the 
first  six  working  days  in  January  and  July,  when  the  last  delivery  shall  be  4.15, 
and  returns  5.30. 

Saturdays 

Morning  clearing  to  open  at  9.  Drafts,  etc.,  to  be  received  not  later  than  10.15. 
Morning  clearing  must  be  closed  by  11. 

Country  clearing  to  open  at  11.  Drafts,  including  returns,  to  be  received  not 
later  than  11.30.     Country  clearing  must  be  closed  by  1. 

Afternoon  clearing  to  open  at  1.  Drafts,  etc.,  to  be  received  not  later  than 
2.30.  Eeturns  to  be  received  not  later  than  3.30,  except  the  first  Saturday  in 
January  and  July,  when  the  time  shall  be  2.45  for  the  last  delivery,  and  4  o'clock 
for  the  last  returns. 

1st  April,  30th  June,  1st  October,  3lst  December,  the  Day  succeeding  a  Bank  Holiday, 
and  on  such  other  Days  as  the  Honorary  Secretary  may  determine 

On  these  days,  the  time  shall  be  4.15  for  the  last  delivery,  and  5.15  for  the  last 
returns,  except  when  either  of  these  days  is  a  Saturday,  when  the  time  shall  be 
2.45  for  last  delivery  and  3.45  for  the  last  returns. 
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General  Rules 

The  total  amount  of  the  morning  and  country  delivery  shall  be  agreed  by  each 
clearer  before  leaving  the  Clearing  House. 

All  clerks  that  are  in  the  Clearing  House  by  the  time  appointed  for  final 
delivery  shall  be  entitled  to  deliver  their  articles,  though  they  may  not  have  been 
able  to  pass  them  to  the  different  desks  before  the  clock  strikes. 

All  returns  in  the  Clearing  House  upon  the  stroke  of  the  clock,  at  the  time 
appointed  for  final  delivery,  must  be  received  by  the  clearers  and  credited  the 
same  day.  The  inspectors  are  instructed  to  close  the  doors  and  not  reopen  them 
until  such  returns  have  been  delivered. 

Any  bank  which  has  accepted  and  paid  an  article  returned  to  it  in  error,  may 
require  repayment  through  the  Clearing  House  on  the  following  day. 

Notice  shall  be  entered  upon  a  board  at  the  Clearing  House,  giving  monthly 
statements  of  those  settling  days  at  the  Stock  Exchange,  upon  which  the  time  for 
receiving  returns  is  to  be  5.30. 

With  regard  to  all  drafts  not  crossed,  and  all  bills  not  receipted,  sent  to  the 
Clearing  House  as  returns,  the  clearer  holding  them  must  fully  announce  the 
particulars  to  the  Clearing  House,  and  if  not  claimed,  the  case  must  be  repre- 
sented to  the  inspectors ;  but  on  no  account  can  the  clearer  be  allowed  to  debit 
the  Clearing  House  with  the  amount  until  an  owner  can  be  found. 

No  return  can  be  received  without  an  answer  in  writing  on  the  return  why 
payment  is  refused. 

It  shall  be  sufficient,  in  order  that  a  return  shall  be  received  and  credited,  that 
it  shall  have  on  it  an  answer,  why  returned ;  and  no  clearer  shall  refuse  to  pass  to 
credit  any  return  that  shall  be  so  marked. 

All  the  differences  arising  from  marked  articles  of  £1000  and  upwards  must  be 
finally  ascertained  and  placed  to  account  before  the  clearer  makes  up  his  balance 
sheet. 

No  clearer  shall  be  allowed  to  charge  out  drafts  in  the  clearing-out  book  at  the 
Clearing  House. 

All  differences  of  more  than  £1000  that  may  have  been  accidentally  passed  over 
at  night  shall  be  settled  by  a  transfer  at  the  Bank  of  England  the  first  thing  the 
next  morning. 

The  inspectors  are  charged  with  the  preservation  of  order  and  decorum  in  the 
Clearing  House,  and  are  instructed  to  report  to  the  Committee  of  Bankers  dis- 
orderly conduct  on  the  part  of  any  persons,  calculated,  in  their  opinion,  to  obstruct 
the  adjustment  of  the  business  of  the  House. 


C.O.D. — Collect  on  delivery. 


Codicil. — A  testamentary  writing  varying,  but  not  revoking  a  will, 
is  usually  called  a  codicil.  The  rules  as  to  the  execution  and  revocation  of 
wills  apply  also  to  codicils.  Previous  to  1837  a  codicil  denoted  an  informal 
testamentary   instrument    not    necessarily   dependent    on   a   will.      (See 

"Wills.") 

Codification. — The  modern  juristic  sense  of  the  term  code  is  to 
be  carefully  distinguished  from  its  ancient  usage.  For  instance,  the 
code  of  Justinian  was  simply  a  compilation  of  imperial  constitutions.  The 
term  now  indicates  a  clear,  logical,  and  comprehensive  statement  of  the  whole 
law  of  a  country  or  of  a  definite  part  thereof.  Thus  the  whole  law  of  France 
was  exhibited  in  the  famous  Code  Napoleon.  Prussia,  Austria,  and  Italy 
also  possess  similar  codes.  Although  in  England  much  has  been  written  in 
favour  of  such  codification,  no  attempt  has  been  made  to  perform  the 
gigantic  task.  The  difficulty  of  codifying  the  vast  mass  of  heterogeneous 
matter  of  which  English  law  consists  certainly  appears  a  more  than 
Herculean  labour.  To  codify  the  law  of  Scotland  would  be  a  much  less 
formidable    work.      In   England   and   Scotland   we   have  some  excellent 
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illustrations  of  codification  in  special  departments,  such  as  the  Bills  of 
Exchange  Act,  the  Partnership  Act,  and  the  Sale  of  Goods  Act.  In  the 
last-named  Act  there  is  a  special  difficulty  exhibited,  namely,  that  of 
codifying  for  the  United  Kingdom.  English  and  Scots  laws  often  involve 
distinctive  fundamental  doctrines  which  either  system  will  not  readily  part 
with  in  favour  of  the  other.  Witness,  therefore,  the  different  results  that 
ensue  in  England  as  compared  with  Scotland  on  a  breach  of  warranty  as 
distinguished  from  a  breach  of  condition. 

The  principal  object  of  a  code  is  thus  to  present  a  clear  and  intelligible 
view  of  the  whole  law  on  a  given  subject,  in  doing  which  all  doubts  and 
uncertainties  arising  from  conflicting  decisions  in  reference  to  either 
common  or  to  statute  law  should  be  set  at  rest. 

W.  J.  N.  Liddall. 


Cognition  and  Sale  is  a  process  brought  in  the  Court  of 
Session  in  Scotland  for  obtaining  authority  to  sell  the  whole  or  part  of  a 
pupil's  heritable  estate.  The  action  of  cognition  and  sale  is  very  seldom 
resorted  to,  as  it  is  to  a  great  extent  superseded  by  summary  petition.  The 
purpose  for  which  the  action  is  raised  is  to  instruct  the  necessity  or 
expediency  of  a  sale  in  order  to  discharge  the  debts  on  the  property,  and 
thus  save  the  pupil  from  loss. 

Coinage,  the  Right  Of. — The  right  of  coining  has  always 
been  held  to  be  one  of  the  peculiar  prerogatives  of  the  Crown.  The 
Government  guarantee  is  the  only  one  that  would  prove  satisfactory  to 
those  using  the  coins,  although  Governments  have  not  infrequently  abused 
their  privileges  in  this  respect.  The  English  standard  for  the  gold  coin 
has  remained  unchanged  in  fineness  since  the  year  1600.  The  number  of 
grains  of  fine  gold  in  the  pound  sterling  has  not  been  changed  since  1717, 
when  Sir  Isaac  Newton  was  master  of  the  mint.  The  process  of  coining 
has  to  be  carried  on  with  great  scientific  care. 

The  sovereign  weighs  123*274  grains,  or  7*9881  grammes,  '916  (or 
ll-12ths)  fine,  and  consequently  it  contains  113*001  grains,  or  7*3224 
grammes  of  fine  gold. 

The  shilling  weighs  87*27  grains,  or  5*6552  grammes,  *925  (or 
37-40ths)  fine,  and  thus  contains  80*727  grains,  or  5*231  grammes  of  fine 
silver. 

Bronze  coins  consist  of  a  mixture  of  copper,  tin,  and  zinc.  The  penny 
weighs  145*83  grains,  or  9*45  grammes. 

Silver  is  legal  tender  up  to  forty  shillings ;  bronze  up  to  twelve 
pence.     (See  also  "  Cukkency.") 

Collateral  Security  is  a  security  given  in  addition  to  the  prin- 
cipal obligation  or  security.  Thus,  very  often  where  heritable  property  is 
given  as  security  and  is  admitted  to  be  insufficient,  the  debtor  is  also  required 
to  assign  a  life  policy  as  collateral  security. 

Collation  is  a  doctrine  peculiar  to  the  law  of  Scotland,  by  which 
the  heritable  and  movable  property  of  a  deceased  person  may,  in  certain 
cases,  be  considered  as  one  fund  and  distributed  in  equal  shares  among  the 
next  of  kin.     It  is  analogous  to  the  English  rule  of  Hotchpot. 


96  COLLECT 

Collect. — To  get  payment  of  an  amount  due  to  another  person.  An 
agent,  factor,  or  messenger  collects  the  amount  due  to  his  principal  when 
he  obtains  payment  of  coins,  bills  of  exchange,  or  cheques  due  to  the  princi- 
pal. When  a  bill  is  indorsed  "for  collection"  the  indorsation  does  not 
transfer  the  property  to  the  indorsee,  but  is  simply  an  authority  to  the 
acceptor  of  the  bill  to  pay  the  amount  to  the  collector  at  maturity.  If  the 
indorser  becomes  insolvent  before  maturity  the  collector  has  to  account  for 
the  proceeds  to  the  trustee  on  the  indorser's  estate,  and  cannot  set  such 
proceeds  off  against  a  private  debt  due  to  him  by  the  indorser. 

Collecting'  Society. — A  collecting  society  is  a  Friendly  Society 
which  collects  its  premiums  or  members'  contributions  by  means  of  collectors 
at  a  greater  distance  than  ten  miles  from  the  registered  office  of  the  society. 
Every  such  society  registered  after  1st  January  1896  must  have  "  collecting 
society  "  for  the  last  words  of  its  name. 

This  group  of  societies  is  a  limited  one,  and  the  majority  of  them  confine 
themselves  either  expressly  or  practically  to  burial  business.  In  some 
instances  the  members  of  such  societies  are  scattered  all  over  the  United 
Kingdom,  and  the  contributions  are  gathered  from  house  to  house  by  officers 
called  collectors. 

Such  societies  are  governed  by  the  provisions  of  the  Friendly  Societies 
Act  1896,  and  also  by  the  Collecting  Societies  and  Industrial  Insurance 
Companies  Act  1896.    (See  "  Friendly  Societies.") 

Colliery  Accounts. — The  reader  must  imagine  that  he  is 
being  taken  over  a  representative  colliery  (the  Grangetown  Collieries),  and 
there  having  explained  to  him  categorically,  systematically,  and  commer- 
cially the  entire  routine  and  process  in  force,  from  original  delivery  of  coal 
at  bank  machine  office  to  final  entry  into  the  ledger. 

Beginning  at  the  bank  machine  office,  there  are  found  there  two  weigh- 
men,  the  one  acting  for  the  colliery,  and  the  other  (called  the  "check 
weighman  ")  for  the  men.  These  two  weighmen  enter  in  independent  but 
similar  weigh  books  the  weight  of  each  tub,  as  it  comes  up  from  the  pit,  on 
the  weigh  machine  attached  to  the  bank  machine  office,  which  records  the 
weight  at  the  desk  in  the  office  where  the  two  men  are  standing,  and  which 
they  thus  each  take  down  in  their  respective  weigh  books.  These  weigh 
books  are  ruled  and  spaced  to  provide  primarily  for  60  tubs  for  each  stall 
daily,  and  40  stalls  numbered  1  upwards,  with  spare  space  and  rulings  to 
increase  the  number  of  tubs  if  required.  The  table  on  page  97  is  a 
specimen  page  of  this  Bank  Machine  Office  Weigh  Book. 

Each  lot  of  10  is  cast,  and  a  grand  total  of  the  whole  day  or  shift, 
as  the  case  may  be,  taken  at  the  bottom  of  the  page.  As  each  tub 
comes  to  the  weighing  machine  a  man  throws  into  the  window  the  tally  of 
the  stall ;  these  tallies  are  sorted  and  kept  in  the  bank  machine  office  till 
wanted  for  use  again  the  next  morning  or  shift.  The  weights  taken  at  this 
office  are  of  20  cwts.  to  the  ton,  the  men  being  paid  from  this  tonnage 
through  the  quantity  books  at  rates  according  to  the  seam  and  other 
attendant  circumstances. 
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2.  Bank  Machine  Quantities  Book 
1st  December  1902 


No.  of 
Stall. 

Coal. 

Tubs  of 
Coal. 

Slack. 

Tubs  of 
Slack. 

Fire  Clay. 

Tubs  of 
Fire 
Clay. 

T.     C. 

Q. 

T.     C.     Q. 

T.     C.     Q. 

1 

10     1 

3 

20 

2 

11     0 

2 

20 

3 

10     6 

0 

20 

4 

10     8 

0 

20 

5 

10     0 

1 

20 

6-10 

43     2 

o    • 

83 

39 

12  10     2 

15 

40 

6     0     1 

18 

Total 

94  18 

2 

183 

6     0     1 

18 

12  10     2 

15 

Form  No.  2  is  a  specimen  page  of  the  Bank  Machine  Office  Quantities 
Book,  also  kept  in  duplicate  and  apart  by  the  two  men  in  this  office  already 
referred  to.  It  may  be  interesting  to  mention  that  John  Black,  "  the 
master's  man,"  as  he  is  called,  daily  signs  this  book,  while  his  mate,  James 
Smut,  "  the  check  weighman,"  is  equally  careful  not  to  sign  his  book,  being 
there,  as  he  candidly  explains,  "  simply  to  check  John  Black's  entries."  It 
should,  in  justice  to  both  of  them,  however,  be  added  that  there  is  never  any 
discrepancy  between  the  two,  any  trifling  question  that  might  arise  being 
at  once  settled  on  the  spot  before  the  entry  is  made, — one  man  calling  out 
the  tally  and  weight,  and  the  other  saying  "  Bight," — and  then  they  both 
enter  the  same  in  their  respective  books,  which,  as  already  stated,  form  the 
basis  for  calculating  the  wages  to  the  men.  From  the  bank  machine  office 
the  tubs  are  rolled  on  to  the  tramway  to  the  bank,  and  there  part  hand- 
loaded  into  the  railway  trucks  alongside,  and  part  sent  up  the  hoist  on  to 
the  screen,  the  banksman  meanwhile  watching  any  badly  loaded  tub  to  see 
that  it  contains  no  bats  nor  dirt,  any  such  defect  being  dealt  with  by  a  fine, 
and  not  by  a  deduction  from  the  weights  already  established,  as  set  out  in 
the  above  forms  Nos.  1  and  2  respectively. 

In  loading,  too,  into  the  railway  trucks  care  is  taken  to  observe  the 
proper  percentages  of  "  bests,"  "  seconds,"  etc.,  as  established  in  the  machine 
office,  and  which  must  not  be  deviated  from. 

The  trucks  or  waggons  which,  in  addition  to  the  tare  recorded  on  them, 
have  all,  when  empty,  been  independently  tared  at  the  colliery,  and  the 
colliery  tare  marked  on  them — experience  proving  that  this  precaution  is  a 
salutary  and  necessary  one — are  weighed  outside  the  machine  office  this 
time,  snowing  not  only  the  20  cwt.,  but  also  the  20J  cwt.  to  the  ton,  the 
revised  recognised  sale  weight  according  to  the  custom  of  the  trade,  and 
reduced  in  the  early  part  of  1893  from  21  cwt.  Up  to  that  date  it  was 
usual  to  allow  the  customer  1  cwt.  per  ton  for  waste  and  consequent  loss  of 
weight  in  transit,  and  the  railway  companies  carried  the  coal  at  the  same 
rate  of  21  cwt.  to  the  ton,  thus  enabling  the  collieries  to  quote  a  through 
rate  per  ton,  including  railway  carriage,  to  their  customers.  In  the  year 
1892,  however,  the  railway  companies  demurred  at  this  allowance  as  being 
excessive,  and  declined  to  allow  the  same  after  31st  December  1892.  On 
1st  January  1893  they  agreed  to  allow  2  cwts.  per  truck  load  irrespective 
of  its  carrying  capacity  ;  but  this  arrangement  was  found  to  work  unfairly, 
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as  a  man  with  small  trucks  had  the  same  allowance  as  the  merchant  who 
ran  larger  waggons,  consequently,  shortly  after,  the  following  readjustment 
was  finally  agreed  to,  viz. : — 

On  waggons  containing — 

From  4  to  5  tons  .  .  .to  allow  2  cwt. 

„     5  tons  1  cwt.  to  7  tons  .  .  „         3  cwt. 

„     7     „    1     „     upwards  .  .  „         4  cwt. 

4  cwt.  per  truck  being  the  maximum  allowance. 

This  arrangement  is  still  in  force  at  the  present  day,  and  it  amounts 
practically  to  an  allowance  of  56  lbs.  or  J  cwt.  per  ton  to  the  customer, 
both  from  the  colliery  and  the  railway  company. 

These  two  sets  of  weights  (20  cwt.  and  20J  cwt.  per  ton)  are  recorded  in 
the  Colliery  Weigh  Book,  which  further  shows  under  separate  columns  the 
following  particulars — viz.,  date,  destination,  route,  whom  for,  on  whose 
account,  waggons  (with  owner's  name  and  number),  gross  weight,  tare  of 
truck,  net  weight  under  the  two  categories,  and  three  additional  columns 
showing  when  ticked :  (1)  invoiced,  (2)  declared  to  railway  company,  and 
(3)  posted.  The  invoice  is  sent  to  the  consignee,  and  the  declara- 
tion to  the  railway  company,  in  both  cases  extended  at  the  recognised 
average  weight  of  20  J  cwt.  per  ton  as  shown  in  the  three  following  specimen 
forms,  Nos.  3  (p.  100),  4,  and  5  respectively : — 

4.  Grangetoivn  Collieries 

Grangetown,  1st  December  1902. 
Messrs.  John  Smith  &  Co.,  Ilchester. 

Invoice  of  Coal  forwarded  by  the  Grangetown  Collieries. 


To 

For 

Description. 

Owners  of 
Waggons. 

No.  of 

Waggons. 

T.     C. 

Ilchester 

John  Smith  &  Co. 

Best  Deep 

M.  R. 

22 

6     6 

MF 
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No. 

5.   1st  December  1902 

Declaration  of  Coal  or  Coke  to  be  forwarded  by  the  Midland  Railway  from 
Grangetown.  Carriage  payable  by  the  Grangetown  Collieries.  Subject  to 
the  rates  and  conditions  in  force  for  the  time  being. 


To 
Ilchester 

Route. 

Consignee. 

Ultimate 
Destination. 

Description. 

Waggons. 

Weight  at  20 
cwts.  per  ton 

less  56  lbs. 

per  ton  for 
wastage. 

Total 
Weight. 

T.     C. 
6     6 

Mark. 

No. 

Midland 

John  Smith  k  Co. 

Ilchester 

Coa, 

M.  R. 

22 

T.     C. 

6     6 

The  invoice  to  the  consignee  (Form  No.  4)  is  press  copied  in  a  press  copy 
book,  and  thence  entered  in  the  Weigh  Ledger,  of  which  Form  6  (p.  100)  is 
a  specimen  page. 

This  Weigh  Ledger  is  a  subsidiary  ledger  which  works  monthly  into  the 
Coal  Sales  Ledger,  and  contains  the  personal  account  of  each  customer, 
each  consignment  to  each  customer  being  posted  separately  from  the  press 
copy  Invoice  Book  as  already  stated.  At  the  same  time  a  daily  abstract  is 
taken  from  the  Weigh  Book  (Form  No.  3)  and  recorded  in  the  Sales 
Journal,  of  which  the  following  is  a  specimen  page  (p.  101) : — 
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From  Form  No.  7  it  will  be  seen  that  this  Sales  Journal  shows  daily  in 
one  line  the  total  weights  in  tons  worked  out  at  the  agreed  basis  of  20 J 
cwt.  of  all  coal  supplied  under  the  various  kinds,  distinguishing  those  of  the 
Grangetown  Main  Seam  from  those  of  the  Blazer  Main  Seam ;  and  the 
daily  total  of  these  various  qualities  and  quantities,  representing  the  amount 
of  coal  weighed  over  the  machine  at  the  standard  basis  of  20  J  cwt.  to  the 
ton,  is  again  analysed  into  the  quantities  loaded  into  (1)  "Waggons  Charged," 
(2)  "Weights  Declared  on  account  of  Merchant,"  (3)  "Merchants'  Waggons," 
(4)  "Land  Sales,"  so  as  to  keep  a  correct  record  (to  be  checked  as  explained 
later  on  with  Form  No.  8)  of  the  railway  carriage.  This  is  a  matter  of 
vital  importance,  for  the  railway  carriage  if  to  a  distance  soon  equals  and 
then  exceeds  the  actual  cost  and  charge  for  output  at  the  pit's  mouth.  The 
whole  cross  cast  thus  daily  agrees,  as  also  the  totals  at  foot,  at  the  end  of 
the  month,  the  same  further  agreeing  with  those  of  the  monthly  abstract 
of  railway  sales  taken  from  Weigh  Ledger  (Form  No.  6),  the  working  out 
being  as  follows.  This  Weigh  Ledger,  it  will  be  remembered,  contains  the 
personal  account  of  each  individual  customer,  the  consignment  being 
separately  posted  to  his  debit  from  the  press  copy  Invoice  Book.  The 
monthly  totals  of  these  personal  accounts  are  at  the  close  of  the  month 
also  entered  in  the  Sales  Journal  immediately  after  the  entry  therein  of 
the  daily  abstract  of  railway  sales  for  the  month  (Form  7),  each  per- 
sonal account  in  this  entry  recording  in  one  line  the  same  particulars 
as  set  out  in  the  impersonal  account  already  dealt  with  in  Form  No.  7,  as 
will  be  seen  by  reference  to  Form  No.  8. 

Reference  from  the  folio  of  the  one  book  to  the  other  is  duly  recorded ; 
and  the  final  totals  at  foot  agree  in  every  respect  both  as  regards  the 
tonnage  of  coal  of  all  descriptions  at  each  seam  and  their  subdivision  into 
the  three  charges  of  loading,  viz.  "  Waggons  Charged,"  "  Weights  Declared 
on  account  of  Merchant,"  and  "Merchants'  Waggons,"  thus  proving  through- 
out the  agreement  of  the  personal  results  with  those  of  the  impersonal. 

It  will  be  noticed  that  in  Form  No.  8  there  is  a  posting  column  as  also 
a  money  column  representing  each  customer's  account,  including  one  for 
land  sales  (to  which  reference  will  now  shortly  be  made),  and  this  monthly 
account  is  posted  to  the  debit  of  each  of  these  respective  accounts,  and  the 
total  carried  to  the  credit  in  the  Private  Ledger  of  "  Coal  Sales  Account " 
(Railway  Department).  So  soon  as  all  the  foregoing  details  have  been  got 
out  and  duly  agreed,  and  this  is  generally  done  by  the  morning  of  the  4th 
of  the  following  month,  no  time  is  lost  in  making  up  and  sending  out  to 
each  customer  the  monthly  statements  as  per  Forms  No.  9  or  10  here- 
with. 

9.  Monthly  Statement  {for  small  Accounts) — Grangetown  Collieries. 

Grangetown,  Z\st  December  1902. 
30.  Messrs.  John  Smith  &  Co. 

To  the  Grangetown  Collieries. 


Terms  :  Cash  on  the  10th  of  the  following 
month,  and  no  discount  allowed. 


Cheques  and  Post  Office  Orders 

to  be  made  payable  to  the 
"Grangetown  Collieries  or  Order" 


Date. 

To. 

Best  Bright. 

Trucks. 

At. 

1902 

Dec.  1 

Ilchester 

T.     C. 
6      6 

T.  C. 

T.  C. 

T.  C. 

T.  C. 
6    6 

10s. 

£      s.     d. 
3     3     0 
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These  statements  are,  as  a  rule,  got  out  and  posted  by  the  5th  of  the 
month,  say  five  days  after  the  close  of  the  monthly  account,  for  expedition 
in  this  respect  is  everything.  The  reader's  attention  is  called  to  the  note 
in  italics  on  the  statement,  "  Terms:  Cash  on  the  10th  of  the  following  month, 
and  no  discount  allowed"  that  is  to  say,  that  five  days  after  the  rendering 
of  the  statement,  and  ten  days  after  the  close  of  the  monthly  account,  the 
money  is  due.  As  a  matter  of  fact,  by  the  20th  of  the  month  the  bulk  of 
these  accounts  is  paid,  the  rule  of  the  owners  being  "  small  profits  and 
quick  returns,"  which  the  customers  know  and  recognise  accordingly. 

This  system  of  quick  returns  works  satisfactorily  in  every  respect.  It 
not  only  facilitates  the  book-keeping,  but  also  materially  assists  in  keeping 
the  finances  on  a  safe  footing,  thus  enabling  the  owners  to  meet  their 
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engagements  promptly,  securing  for  them  the  full  benefit  of  trade  dis- 
counts, and  enabling  them  to  make  their  purchases  to  the  best  advantage. 
It  is,  besides,  the  greatest  safeguard  possible  against  bad  debts.  It  must  be 
remembered  that  not  only  do  the  owners  trust  their  customers  with  the 
cost  of  the  coal  at  pit's  mouth,  but  in  many  cases  also  with  the  cost  of  the 
railway  carriage,  for  which  the  owners  render  themselves  personally  liable 
to  the  railway  companies.  These  monthly  accounts  as  a  rule  are  settled 
by  cheques  direct  from  the  customers,  made  payable  to  the  order  of  the 
collieries.  In  some  cases  (which,  however,  should  never  be  encouraged), 
where  accounts  are  paid  in  cash  to  agents,  a  return  on  a  printed  form 
should  then  at  once  be  made  to  the  collieries,  notifying  such  collection,  and 
the  gross  amount  should  at  the  earliest  possible  moment  either  be  remitted 
to  the  collieries  or  paid  to  the  credit  of  their  banking  account.  Under 
no  circumstances  should  the  agent  be  permitted  to  deduct  his  commission 
from  the  cash  he  may  thus  collect.  Such  commission  should  invariably 
be  paid  him  by  a  cheque  from  the  collieries.  Any  deviation  from  this 
rule  is  fraught  with  risk,  and  should  be  strenuously  discountenanced. 

When  sales  of  coal  are  effected  through  agents  the  latter  must  send  in 
their  daily  returns  of  sales  made  in  their  various  districts  at  rates  author- 
ised from  the  collieries.  Any  special  sales  and  contracts  should  be  made 
direct  from  the  collieries,  agents  having  no  power  to  effect  sales  at  other 
than  at  list  prices,  except  with  the  direct  sanction  of  the  commercial 
manager. 

In  dealing  with  the  Sales  Journal  (Form  No.  7)  it  will  be  remembered 
that  the  personal  accounts  are  thence  posted  direct  to  the  customer's 
personal  account  in  the  Coal  Sales  Ledger.  This  debit  is  wiped  off  on 
the  credit  side  mainly  from  the  Cash  Book,  any  small  differences  being 
cleared  off  monthly  from  the  Allowance  Book,  thus  clearing  the  customer's 
account  monthly.  The  monthly  total  of  such  allowances  is  debited  to 
an  impersonal  profit  and  loss  account  in  the  Private  Ledger. 

The  following  is  the  form  of  a  customer's  account  in  the  Coal  Sales 
Ledger : — 


11.  Coal  Sales  Ledger 


92 
Dr.       John  Smith  &  Co.,  Ilchester. 


Contra. 


92 
Cr, 


Dec. 


31     To  Coal  Account 


74 

£3     3     0 

1903. 

Jan. 

12 
31 

1 

£3     3     0 

By  Cash 
,,   Allowances 


216 
10 


£3     2     6 
0     0     6 


£3     3     0 


As  a  rule  with  collieries  generally  the  land  sales  are  worked  from  the 
pit's  mouth ;  but  at  Grangetown  the  truck  is  weighed  at  the  weigh  office 
in  the  ordinary  way,  and  is  entered  to  land  sales  account,  the  trucks  being 
then  taken  to  the  land  sales  siding.  The  land  sales  office  is  situated  just 
at  the  colliery  gates,  and  adjoining  the  commercial  office  occupied  by  the 
commercial  manager  and  his  staff1;  this  arrangement  is  found  to  work 
satisfactorily.  A  cart  coming  in  to  load  has  to  be  weighed  for  tare  on  the 
weigh  bridge  attached  to  the  land  sales  office.  The  land  sales  clerk  then 
gives  the  carman  an  order  from  a  counterfoil  ticket  book  (Form  12)  to 
load  the  cart  from  a  truck  at  the  land  sales  siding. 
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12.  Order  from  Land  Sales  Office  to  load  Cart  at  Land  Sales  Siding 


A 

A                             Grangetown  Collieries 

1532 

1532                                   Land  Sales. 

Load  Lord  Bacon's  cart 

with best 

Load  Lord  Bacon's  cart 

coal. 

with best 

coal. 

Tare 20  cwt. 

Date,  15th  January  1903. 

Date,  15th  January  1903. 

G.  I.  Long. 

It  will  be  noted  that  the  tare  is  specified  on  the  counterfoil  only. 
At  the  same  time  the  clerk  enters  the  same  tare  (this  time  in  both  places) 
in  the  Land  Sales  Ticket  Book  which  serves  for  cash  or  credit  sales 
(Form  No.  13). 

Meanwhile  the  carter  proceeds  to  the  land  sales  siding  and  delivers  up 
the  order  to  the  loader  who  loads  his  cart.  The  loader  cannot  load  any 
cart  without  production  of  this  order,  which  he  delivers  at  the  end  of  the 
day  to  the  land  sales  office  clerk  who  files  them.  The  carter  then  returns  to 
the  land  sales  office  and  once  more  passes  his  cart  (now  loaded)  over  the 
weigh  bridge,  and  the  gross  weight  is  entered  in  the  land  sales  ticket.  The 
tare  having  been  already  set  down,  the  difference  is  the  net  weight,  which 
is  priced  out,  and  either  paid  or  the  amount  is  passed  to  account.  In 
either  case  the  carter  takes  away  with  him  a  land  sales  ticket  in  the 
following  form : — 


13.  Land  Sales  Ticket 

(for  Cash  or  Credit) 

9/545 

Grangetown  Collieries, 

15th  January  1903. 
Lord  Bacon 

Bought  of  the  Grangetown  Collieries. 

9/545 

Grangetown  Collieries, 

15th  January  1903. 
Lord  Bacon 

Bought  of  the  Grangetown  Collieries. 

T.   C.   Q. 

2    2    0 
1    0    0 

1    2    0 

Gross  weight. 
Tare. 

Net  weight. 

Bests. 

Paid,     G.  I.  Long. 

or,  Passed  to  account, 
G.  I.  Long. 

Price 

=  £    s.     d. 

T.  C.  Q. 

2    2    0 
1    0    0 

1    2    0 

1    2    0 

Gross  weight. 
Tare. 

Net  weight. 

Bests. 

Paid,     G.  I.  Long. 

or,  Passed  to  account, 
G.  I.  Long. 

Price 

£    s.    d. 

10/ 

0  11     0 

10/ 

0  11    0 

12    0 

The  land  sales  clerk  enters  the  transaction  in  the  Land  Sales  Day  Book, 
which  is  ruled  with  two  money  columns  (one  for  cash,  the  other  for  credit). 
These  columns  are  cast  daily,  the  cash  being  paid  to  the  commercial 
manager,  who  enters  it  in  a  subsidiary  Cash  Book,  and  banks  it  periodically, 
when  it  goes  into  the  General  Cash  Book.  The  credit  items  are  also  posted 
daily  to  the  debit  of  the  respective  personal  accounts,  and  the  total  to  the 
credit  of  the  impersonal  account  in  the  Land  Sales  Ledger.     The  monthly 
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totals  of  the  latter  are  passed  through  the  Journal  to  the  credit  of  "  Coal 
S:iles  Account  (Land  Sales) "  in  the  Private  Ledger,  and  the  monthly  totals 
of  weight  are  also  brought  into  general  analysis,  and  thus  with  railway 
sales,  sales  to  workmen,  coal  used  for  boilers,  etc.,  etc.,  the  total  monthly 
output  is  duly  accounted  for  and  agreed. 

The  question  of  strikes  is  a  serious  one  and  must  not  be  lost  sight  of, 
for  even  in  collieries  where  the  relations  between  master  and  men  are  of 
the  most  cordial  character  the  contingency  may  arise,  and  it  is  well  to  be 
prepared.  In  all  contracts  for  forward  delivery  there  should  be  inserted 
the  following  saving  clause :  — "  Strikes,  fire,  water,  and  any  mining 
casualties  excepted." 

Again,  in  a  forward  contract  provision  should  be  made  that  where  the 
selling  price  per  ton  at  the  pit's  mouth  has  been  fixed,  such  price  should  by 
mutual  agreement  be  subject  to  any  subsequent  advance  in  the  men's 
wages,  that  is  to  say,  that  for  every  5  per  cent  advance  in  wages  an  addi- 
tional 3d.  per  ton  should  be  added  to  the  contract  selling  price,  the  reason 
for  this  addition  being  that  the  advance  in  wages  is  an  indication  of  an 
improvement  in  trade.  On  the  other  hand,  should  the  advance  in  wages  be 
not  long  maintained  the  price  should  be  reduced  again  to  the  original 
contract  selling  price,  but  not  below  that  price  however  much  the  rate  of 
wages  may  drop.  This  is  generally  well  understood,  and  should,  con- 
sequently, never  be  deviated  from. 

Turning  again  to  the  commercial  side,  it  must  be  remembered  that  in  a 
well-regulated  colliery  the  question  of  requisition  for  stores  is  looked 
upon  as  of  material  importance.  The  general  mode  of  treating  it  is  as 
follows : — 


14  Grangetown  Collieries 
Material  Order  Sheet. 


8th  January  1903. 


Material. 

Quantity. 

Size. 

Remarks. 

2  Best  cliarcoal  wire  ropes  . 
Planks         .... 

Mining  timber    . 

Pit  props     .... 

Do 

Cylinder  oil 

460  yards. 
50 

2  setts 

2000 

1000 

80  gallons 

4i  in.  cir. 
9  in.  x  3  in. 

6  in.  to  8£  in.  girth 
6  ft.  x  6  in.  top 
f>3  ft.  x  5|.in.  top 

No.  of  Order. 
47 

48    Good  for  general 
purposes. 

1- 

George  Cheer,  Certificated  Manager 
William  Able,  Mining  Engineer. 


Ordered  8th  January  1903. 
G.  H.  Bright, 

Commercial  Manager. 


These  monthly  requisition  sheets  (Material  Order  Sheets)  are  sent  in 
to  the  commercial  manager  for  all  stores  required.  The  sheets  are  signed 
by  the  certificated  manager  and  countersigned  by  the  mining  engineer,  and 
are  duly  registered  in  the  commercial  office.  In  the  remarks'  column 
reference  is  given  to  the  serial  number  of  the  order  form  sent  out  for  the 
purchases,  thus  recording  that  prompt  attention  has  been  given  to  the 
requirements  of  the  miniDg  department  (a  matter,  in  most  instances,  such 
as  timber,  safety  lamps,  etc.,  of  vital  importance).  These  sheets  are  finally 
signed  by  the  commercial  manager,  who  at  the  same  time  certifies  that  the 
stores  required  have  been  duly  ordered.  The  order  sheet  is  then  filed  away 
for  comparison  with  the  invoices  when  sent  in. 
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When  stores  are  received  they  are  entered  in  the  Stores  Eeceiving 
Book,  which  records  the  receipt  of  all  stores,  mining  timber,  iron,  etc., 
with  their  number  and  weight.  This  enables  the  monthly  inwards  invoices 
to  be  properly  checked.  All  original  invoices  when  duly  checked  and 
passed  are  each  quarter  pasted  (in  alphabetical  order)  into  a  guard  book, 
with  the  quarterly  statements,  denning  how  much  is  on  "  Collieries," 
"  Brickworks,"  and  "  Estate  Bentals  "  accounts  respectively,  and  under  the 
various  subheads  of  expenditure.  This  guard  book,  called  Invoice  Book,  con- 
tains two  money  columns,  the  inner  one  showing  the  total  of  each  invoice, 
and  the  outer  one  the  quarterly  extension,  and  a  posting  folio  by  which 
each  of  these  quarterly  totals  is  posted  to  the  credit  of  the  various  accounts 
in  the  Trades  Accounts  Ledger.  The  outer  column  is  cast  page  by  page, 
and  the  quarterly  total  is  debited  in  one  sum  in  the  Private  Ledger  to  an 
account  called  "  Purchases."  This  plan  is  pursued  whether  the  account  be 
a  monthly  or  a  quarterly  one,  the  bulk  of  the  accounts  (apart  from  railway 
tolls  which  are  monthly  accounts)  being  quarterly.  Discounts  are  cleared 
through  the  Allowance  Book,  or  by  an  inner  discount  and  allowance 
column  in  the  Cash  Book.  At  the  Grangetown  Collieries  all  such  adjust- 
ments are  made  through  the  Allowance  Book  in  one  quarterly  entry,  in 
the  same  way  as  per  contra  the  allowances  and  other  necessary  adjustments 
are  cleared  in  the  monthly  settlements  with  the  customers  as  in  Form 
No.  11.  This  latter  system  of  writing  off  these  various  differences  and 
allowances  through  the  Allowance  Book,  where  they  can  be  readily 
scrutinised  en  bloc,  instead  of  through  extra  columns  in  the  Cash  Book, 
where  they  are  more  apt  to  be  lost  sight  of,  certainly  appears  to  have  its 
advantages,  although  perhaps  the  extra  Cash  Book  "discount  and 
allowances  "  columns  find  more  favour  with  book-keepers  and  take  up  less 
time.  These  adjusting  entries  being  made  simultaneously  with  the  cash 
entry  are  to  be  deprecated,  as  they  may  not  infrequently  be  made  without 
the  direct  authority  or  sanction  of  the  principals  or  manager.  As 
mentioned,  the  quarterly  totals  of  all  invoices  (whether  monthly  or 
quarterly  accounts)  are  debited  in  one  sum  in  the  Private  Ledger  to  an 
account  called  "  Purchases,"  which  thus  contains  half-yearly  two  such 
quarterly  debits.  In  a  well-ordered  colliery,  however,  it  would  never  do  in 
the  half-yearly  Profit  and  Loss  Accounts  to  show  this  one  bald  debit  item. 
These  half-yearly  items  have  not  only  to  be  correctly  allocated  to  the  three 
distinct  accounts  "  Collieries,"  "  Brickworks,"  and  "  Estate  Bentals " 
respectively,  but  also  each  class  of  purchase  has  to  be  apportioned  to  its 
respective  subhead  of  expenditure.  This  is  done  through  the  Half-yearly 
Analysis  Book,  where  all  the  various  invoices  are  grouped  under  the 
respective  heads  and  subheads.  It  has  already  been  mentioned  that  each 
quarterly  statement  in  the  Invoice  Book  has  recorded  upon  it  how  much  is 
on  "  Collieries,"  "  Brickworks,"  and  "  Estate  Bentals  "  accounts  respectively 
under  their  various  subheads.  Each  tradesman's  statement  is  then  taken 
out  on  Analysis  Sheets,  one  for  each  quarter,  and  these  totals  are  then  added 
and  make  up  the  amounts  for  the  half-year,  which  are  entered  in  the  Half- 
yearly  Analysis  Book  (Form  No.  15). 

The  headings  given  in  the  accompanying  form  do  not  exhaust  the 
list,  but  they  are  the  principal  ones,  and  sufficiently  ample  and 
explanatory  for  present  purposes.  It  will  be  seen  they  are  divided  into 
three  main  heads  :  — 

I.  On  Collieries  Profit  and  Loss  Account. 
II.  On  Brickworks  Profit  and  Loss  Account. 

III.  On  Estate  Bentals  Account. 


15.  HALF-YEARLY   ANALYSIS   BOOK. 


Grangetown  Collieries,  Brickworks,  and  Estate  A 

nalysis  of  Invoices  inwards  for  tl 

e  Half -Year  ending  31st  December  1902. 

^ 

INVOICES   INWARDS. 

On  Collieries  Profit  and  Loss  Account. 

On  Brickworks  Profit  and  Loss  Account. 

On  Estate  Rentals 
Account, 

Name. 

Amount. 

Railway 
Tolls. 

Timber. 

FTnrsB               Renewals 
Stores.                   !                          and 

KeBP-                  Repairs. 

Rates, 

Taxes,  ami 

Fire  Insurance. 

Stationery. 

General 
Charges. 

Railway       1       Carriage 
Tolls.                Accounts. 

Stores. 

Renewals 

ami 
Repairs, 

Kates, 

Taxes,  and 

Fire  Insurance. 

General 
Charges. 

■  Renewals 

and 
Repairs, 

I: 
Taxes,  and 
Fire  Insurance. 

TL. 

£ 

.i 

£       s.    d. 

£         8.       d. 

£        s.     d.           £        s.     d.           £        8.     d. 

£        s.    d. 

£        s.     d. 

£       s.    ,i. 

£        s.     d. 

£        s.     d. 

£      s.     d. 

£         s.     d. 

£        s.    d. 

£        8.     il. 

£        s. 

d 

£        s.     d. 

1 

Abbot  &  Co. 

300   16 

6 

300  16     6 

6 

Baker  &  Sons      . 

220  10 

6 

170     0     6 

50  10     0 

11 

Caldicott  Bros.   . 

300     8 

4 

i     '200     C     0 

100     2     4 

16 

Davenports 

100     5 

0 

i     100     5     0 

21 

E.  Edwards 

500  10 

9 

250  10     0 

200     0     6 

50      0      3 

26 

Fisher  &  Co.                .        . 

205     6 

0 

205     6     0 

31 

Griffiths  Bros.     . 

109     0 

8 

60     6     0 

49     0     8 

36 

Hands  &  Sons      . 

509     0 

9 

300  10     9 

160  10     9 

47   19     3 

41 

[mpey  Bros. 

300     7 

0 

300     7     0 

46 

Jones  Bros. 

200  10 

6 

150     0     6 

50  10     0 

51 

Kershaw  &  Sons 

96     9 

fi 

56     0     6 

30     6     0 

10     3     0 

56 

London  &  NAY.  Railway    . 

1,500  13 

6 

1000     7     6 

500     6     0 

61 

.Midland  Railway 

4,015  18 

6 

3006  10     6 

1009     8     0 

66 

A.  Nobody. 

250  10 

6 

150     5     0 

75     4     0 

25      1      6 

71 

Owen  &  Sons 

608  10 

0 

608  10     0 

76 

Parker  Bros. 

1,000     5 

9 

600     0     9 

400     5     0 

81 

Quail  &  Co. 

300  10 

0 

300  10     0 

86 

Randall  &  Sons  . 

700     8 

0 

500     4     0 

200     4     0 

... 

91 

Short  &  Short     . 
Tiiorley  Bros.      . 

150     9 
50     0 

0 
6 

50     0     6 

100     6     0 

40     2     0 

io    i    ;o 

101 

Unwins       .... 

70     9 

0 

25     8     6 

15      0      fl 

106 

Vernon  &  Co.       . 

200  10 

6 

200  10     6 

111 

West  &  Sons 

600     5 

0 

400     2     15 

200     2     6 

116 

Xerxes  Bros. 

130     5 

0 

60     2     6 

40     1     3 

30     1     3 

121 

Young  &  Old       . 

100  10 

6 

75     0     6 

13     0     0 

12  10     0 

126 

Zenophons .... 

300     9 

0 

200     6     0 

100     3     0 

PL  \ 
101  J 

Purchases  account 

12,823     6     3 

4006  18     0 

1609  16     0 

1781  11     0 

150     5     6 

1001     6     6 

475  15     6 

00     6     0 

81     9     0 

1509  14     0 

205     6     0 

802     0     0 

540  10  10 

288     i     6 

124     7     2 

98     4     6          87   11     9 

PL  102  £9167     7     6 

TL  103  £3470     2     6 

PL  104  £185  16     3 

[Face  page  108. 
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The  reason  for  this  is  that  at  Grange  town  the  surface  clay  makes 
excellent  brick  and  pipes  at  a  minimum  of  cost,  the  coal  being  on  the 
spot,  also  that  the  property  is  freehold,  and  the  land  covering  the  coal 
seams  is  utilised  not  only  for  farming  purposes,  with  farm  buildings 
attached,  but  the  owners  have  built  upon  it  several  cottages,  which  they 
are  enabled  to"  let  to  their  men  on  mutually  advantageous  terms.  It  is, 
therefore,  of  course  only  right  that  the  revenue  derived  from  these  two  latter 
sources  (II.  and  III.)  should  bear  their  proper  proportion  of  expenditure. 
The  various  totals  of  the  impersonal  accounts  thus  analysed  under  Form 
No.  15  constitute  a  Journal  entry  as  shown  in  Form  16. 

16.  Journal  Entry 


1902. 

£ 

d. 

P.L. 

£         s.    d.\ 

£ 

s.    d.  1 

Dec.  31. 

Sundries                                  Dr. 

To  Purchases  Account 

101 

12,823 

6     3 

Collieries    Profit    and     Loss 

Account .... 

102 

9,167     7     6 

Railway  tolls 

4006*18 

0 

Timber       .... 

1609  16 

0 

Stores         .... 

1781  11 

0 

Horse  keep 

150     5 

6 

Renewals  and  Repairs 

1001     6 

6 

Rates,  Taxes,  and  Fire  In- 

surance  .... 

475  15 

6 

Stationery .... 

60     6 

0 

General  charges 
Brickworks  Profit  and  Loss 

81     9 

0 

9167     7 

6 

Account           .         .     •    . 

103 

3,470     2     6 

Railway  tolls 

1509  14 

0 

Carriage  account 

205     6 

0 

Stores         .... 

802     0 

0 

Renewals  and  Repairs 

540  10 

10 

Rates,  Taxes,  and  Fire  In- 

surance .... 

288     4 

6 

General  charges 

124     7 

2 

3470     2 

6 

Estate  Rentals  Account 

104 

185  16     3 

Renewals  and  Repairs 
Rates,  Taxes,  and  Fire  In- 

98    4 

6 

surance  .... 

87  11 

9 

185  16 

3 

12,823     6     3 

12,823 

6     3 

The  foregoing  Journal  entry  has  the  effect  of  clearing  the  "  Purchases 
Account "  by  transferring  the  items  to  the  debit  of  the  two  Profit  and  Loss 
Accounts,  as  also  of  the  Estate  Eentals  Account  in  the  Private  Ledger.  This 
closing  entry  could  have  been  made  direct  from  the  Analysis  Book,  but 
where  collieries  possess  a  Journal,  as  in  the  present  case,  such  an  entry  had 
certainly  better  be  made  through  the  same.  It  will  be  seen  that  at  the 
foot  of  Form  No.  15  the  various  reference  folios  are  shown  thus  in  the 
Analysis  Book : — 

P.L.  (Private  Ledger)  101,  102,  103,  104,  and  J.  (Journal)  25,  and  that 
these  same  reference  folios  are  repeated  in  Form  No.  16  of  the  Journal. 

The  method  above  shown  has  its  advantage  over  the  other  one  of 
pasting  the  invoices  into  a  guard  book,  and  then  entering  them  on  the 
columnar  system  in  a  Purchases  Day  Book,  because  at  every  stage  one  has 
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thus  before  him  the  original  particulars  duly  authorised  and  checked  all 
ready  to  hand,  which  certainly,  from  the  principal's  point  of  view  (to 
say  nothing  of  the  auditors'),  must  commend  itself.  Consequently,  if 
this  method  be  scrupulously  carried  out  there  can  be  little  question  of 
the  credit  side  of  the  Trades  Accounts  Ledger  being  properly  posted. 
The  accounts,  on  the  other  hand,  are  periodically  cleared  by  postings  direct 
from  the  Cash  Book,  which  contains  a  voucher  column  for  receipts 
numbered  in  serial  order. 

The  Cash  Book  in  use  at  Grangetown  is  an  ordinary  one  (folioed 
"1.1,"  "  2 .  2,"  etc.)  with  the  debits  (or  receipts)  on  the  left-hand  page,  and 
the  credit  (or  payments)  on  the  right-hand  page — each  page  containing  a 
posting  and  two  money  columns,  the  credit  side  having  also  a  voucher 
column  as  already  mentioned. 

All  monies  as  received  are  entered  in  the  inner  column  (debit  side)  of 
the  Cash  Book,  the  total  as  and  when  banked  being  cast  and  extended  to 
the  outer  column ;  all  receipts  being  thus  banked  in  consecutive  order, 
the  totals  in  the  outer  column  agree  with  the  entries  in  the  Bank  Pass 
Book,  for  by  an  arrangement  with  the  bank  all  cheques  as  well  as  cash 
thus  paid  in  are  treated  as  cash,  and  at  once  credited  to  the  account,  the 
only  stipulated  exception  being  Scotch  and  Irish  cheques.  In  the  same 
way  every  payment,  as  recorded  in  the  Cash  Book,  is  made  by  a  cheque  on 
the  bank,  and  a  receipt  taken  therefor  serially  numbered  and  recorded  in 
the  voucher  column. 

Petty  disbursements  are  dealt  with  in  the  Petty  Cash  Book  by  a 
monthly  cheque  on  the  imprest  system ;  by  this  means  the  Cash  Book 
clearly  records  the  whole  of  the  cash  transactions  (both  debit  and  credit)  of 
the  colliery,  and  it  is  thus  readily  agreed  with  the  Bank  Pass  Book.  As 
already  mentioned,  they  allow  no  discounts  at  Grangetown,  and  all  allow- 
ances or  differences  in  any  accounts  are  adjusted  periodically  (monthly  as 
regards  receipts,  and  quarterly  as  regards  payments),  by  a  long,  exhaustive 
Journal  entry.  Under  these  circumstances  there  is  no  need  of  any  discount 
or  allowance  columns  in  the  Cash  Book.  It  may  be  well,  however,  to 
explain  that  where  the  above  system  of  journalising  adjusting  differences 
does  not  prevail,  the  extra  columns  in  the  Cash  Book  are  thus  worked, 
viz.,  on  the  debit  (or  receipts)  side  by  the  individual  items  being  credited 
to  the  personal  account,  and  the  monthly  total  to  the  debit  of  an  impersonal 
(profit  and  loss)  account,  while  on  the  credit  (or  payments)  side  the 
operations  are  exactly  reversed,  that  is  to  say,  the  individual  items  are 
debited  to  the  personal  account,  and  the  monthly  totals  are  credited  to  an 
impersonal  (profit  and  loss)  account.  In  some  cases  there  is  only  one 
impersonal  account  for  both  credits  and  debits  as  above,  while  in  others 
there  are  two  distinct  ones  opened,  styled,  for  sake  of  example,  say,  and  to 
be  quite  clear  on  this  point,  "Discounts  allowed"  and  "Discounts  received" 
respectively. 

In  some  concerns  in  the  provinces,  in  order  to  save  bank  charges  the 
pernicious  practice  prevails  of  passing  on  cheques  received  by  way  of 
payment,  instead  of  banking  the  one  and  drawing  cheques  for  the  other.  It 
will  readily  be  seen  to  how  many  abuses  such  an  irregular  system  opens 
the  door.  There  is  not  only  temptation  in  the  way  of  the  cashier,  through 
having  such  cash  amounts  (apart  from  the  regularly  recognised  one  of  petty 
cash)  in  the  office  at  all,  but  also  the  certainty  of  losing  all  recourse  upon 
the  drawer  of  the  cheque  in  the  event  of  the  bank  tailing  during  the 
interval  of  the  cheque  not  being  presented  for  payment  within  the  ordinary 
recognised  time  according  to  usage  prevailing. 
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17.  Fay  Shed. — Surface  Work — Pay  Week  ending  30th  December  1902 


Names. 

Days. 

Rate. 

Gross. 

Less 
Club,  etc. 

Net. 

s.    d. 

£    s.      d. 

£    s. 

d. 

£    s.      d. 

James  Soot    ...... 

6 

9     4 

2  16     0 

0  10 

0 

2     6     0 

No.  1  Pit  topmen — 

John  Brown       . 

5 

4     0 

1     0     0 

0     0 

3 

0  19     9 

Charles  Green    ..... 

3 

4     0 

0  12     0 

0     0 

3 

0  11     9 

Coal  sorters — 

W.  Peel  &  Co.             .... 

1051-16 

0     5 

21  18     3 

0     8 

6 

21     9     9 

E.  Johnson  &  Co 

39-8 

0     4 

0  13     2 

0  13     2 

R.  Thompson  &  Co.    .... 

126-5 

0     3 

1  11     6 

1  11     6 

No.  1  Hoist  and  screen — 

Henry  Care        ..... 

5 

3     0 

0  15     0 

0     0 

3 

0  14     9 

James  Belcher 

6 

3     4 

1     0     0 

0     0 

3 

0  19     9 

Land  salesmen       ..... 

Labourers      .         .         .         .    •     . 

Platelayers 

Saddlers 

No.  2  Hoist  and  screen 

No.  2  Pit  topmen           .... 

j  No.  2  Coal  sorters          .... 

Horse  drivers 

Engine  wright — 

Thomas  Lever 

6 

9     4 

2  16     0 

0     6 

0 

2  10     0 

No.  1  Engines,  etc. — 

John  AVilson 

6 

5     6 

1  13     0 

0     0 

3 

1   12     9 

R.  King 

7 

5     6 

1  18     6 

0     6 

3 

1   12     3 

No.  2  Engines,  etc.— 

Locomotive        ..... 

Pumps    .             

Carpenters  and  sawyers 

Smiths  and  strikers  .... 

Fitters  and  shaftsmen 

No.  1  Pit  underviewers — 

W.  Jones   ...... 

5 

9     0 

2     5     0 

0     6 

0 

1  19     0 

John  Tallbutt 

6 

5     6 

1  13     0 

0     6 

3 

16     9 

Incline  ....... 

Drivers 

Engine  plane 

Onsetters 

Door  boys      ...... 

Lamp  man 

No.  1  Pit  nightmen — 

Samuel  Smith 

6 

5     6 

1  13     0 

0     0 

3 

1  12     9 

John  Lord          ..... 

4 

4     0 

0  16     0 

0     0 

3 

0  15     9 

No.  2  Pit  work— 

Underviewer — 

John  Carlton 

6 

9     4 

2  16     0 

0     6 

0 

2  10     0 

Onsetter — 

T.  Allen 

4 

4     0 

0  16     0 

0     4 

0 

0  12     0 

Nightmen      ...... 

Driver  ....... 

Putters 

46  12     5 

2  14 

9 

43   17     8 

Add  pit  stalls  Nos.  1  and  2,  see  below  . 

38  15     8 

1   12 

9 

37     2  11 

85     8     1 

4     7 

6 

81     0     7 

Deductions  analysed  as  under — 

&      8. 

d. 

Rents         ...... 

2     7 

6 

Club 

0  19 

0 

Stoppages 

0     8 

6 

Carpenters  and  smiths'  work     . 

0     2 

0 

Clay 

0     1 

6 

Powder      ...... 

G.  C.    i 

0     9 

0 

4     7     6 

85     8     1 

85     8     1 

W.  A.  1 
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No.  1  Pit  Stalls. 


Pay  Sheet — Surface  Work — Continued 


No.  of 

Stalls. 

Names. 

T.  C. 

Rate. 

Gross.    ' 

Less 
Club. 

Deductions. 

Clay. 

Total 

Net  I 

Powder. 

Rents. 

Deductions. 

1 

2 
3 
4 

to 
10 

31 
32 

John  Johnson  &  Co. 
A.  Pindlay  &  Co.     . 
George  Fletcher  &  Co.  . 

No.  2  Pit  Stalls. 

Joseph  Goddard  &  Co.    . 
Joseph  Clamp  &  Co. 

Carried  above  . 

107    8 
117  15 
102  14 

327  17 

62  16 
76    0 

466  13 

s.  d. 
1     9 
1     9 
1     9 

1     0 
1  10 

G.C.\ 
W.A./ 

£    s.  d. 
9    7  11 
10    6    0 

8  19     8 

s.  d. 
2  0 
2  0 
2    0 

s.  d. 

3  6 
5     2 

4  11 

s.  d. 
3"9 

s.   d. 

0  4 
0  4 
0     4 

£    s.    d. 
0    5  10 
0  11    3 
0    7    3 

£    s.  I 

9    2    1 
9  14    1 

8  12    I 

28  13    7 

3     2     9 
6  19    4 

6    0 

0  6 

1  6 

13     7 

s'ii 

3    9 

1     0 

0  3 
0     3 

1     4     4 

0    0    9 
0     7    8 

27    9    I 

3    2    1 
6  11    1 

38  15     8 

8     0 

19     6 

3    9 

1     6 

1  12     9 

37    2  11 

The  men's  wages  at  Grangetown  are  made  up  weekly  to  the  Tuesday- 
night,  and  they  are  paid  on  the  Friday  afternoon ;  thus  the  owners  of  the 
colliery  have  a  beneficial  control  over  the  men  to  the  extent  of  some  three 
days'  pay  more  or  less  always  in  hand  (subject,  of  course,  to  the  pit  or  pits 
being  occasionally  standing  during  that  period,  and  thus  correspondingly 
reducing  the  amount  of  wage  in  hand).  Time  Books  from  the  mining 
department,  duly  certified  by  the  pit  manager,  are  sent  into  the  head  office 
every  Tuesday  night.  On  the  Wednesday  pay  sheets  are  made  out  as  per 
Form  No.  17. 

The  first  money  column  gives  the  gross  amount  of  wages  earned  upon 
the  basis  of  20  cwt.  to  the  ton,  as  established  in  the  Weigh  Books  and 
Quantity  Books  at  the  bank  machine  office,  as  already  explained  at  Forms 
1  and  2.  The  second  total  money  column  shows  the  various  deductions  as 
therein  detailed,  and  the  third  and  last  total  money  column  shows  the 
net  amount  to  be  paid  to  the  workmen,  the  stallmen  being  paid  for 
each  stall,  while  the  daymen  are  all  paid  separately ;  the  three  columns 
balancing,  as  shown  in  the  summary  at  the  foot,  ensures  the  accuracy  of 
the  pay  sheets.  It  will  be  seen  that  each  sheet  bears  the  initials  G-.  C.  and 
W.A.  respectively,  those  of  the  certificated  manager  and  mining  engineer, 
as  in  the  case  of  the  "  Material  Order  Sheet "  (Form  14),  already  dealt  with. 

At  Grangetown,  as  well  as  at  other  well-regulated  collieries,  the  clerks 
who  make  out  the  pay  sheets  and  pay  the  wages  are  constantly  changed, 
a  manager  or  other  responsible  official  every  now  and  again  paying  the 
wages  himself ;  for  large  concerns  such  as  these  might  be  defrauded  were 
not  such  necessary  precautions  taken. 

It  will,  of  course,  be  understood  that  in  the  present  pay  sheets  (Form  17) 
the  details  have  not  in  every  instance  been  extended,  but  sufficient  detail 
has  been  given  to  enable  the  reader  to  work  out  the  rest  for  himself.  Forms, 
as  a  rule  only  some  of  the  more  important  heads  of  accounts,  are  given  for 
illustration,  and  the  figures  and  amounts  are  of  necessity  only  imaginary. 

No  difficulty  should  be  experienced  in  following  the  various  deductions 
set  out  at  the  foot  of  Form  17,  composed  respectively  of — 

1.  Bent  (of  cottages  belonging  to  the  estate). 

2.  Club  (workmen's  club). 

3.  Stoppages  (fines). 

4.  Carpenters  and  smiths'  work  (repairs   and  renewals  of  workmen's. 

tools,  etc.). 

5.  Clay  (for  holding  the  candles  at  the  workings). 
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6.  Powder  (for  blasting). 

Form  6  gives  a  specimen  page  of  the  Weigh  Ledger,  a  subsidiary 
ledger  working  monthly  through  the  Sales  Journal  and  Monthly  Abstract 
of  Kailway  Sales  (Forms  7  and  8)  into  the  Coal  Sales  Ledger  (Form  11). 
Keference  has  also  been  made  in  connection  with  Forms  12  and  13  (land 
sales)  to  the  Land  Sales  Ledger.  Both  these  ledgers  deal  with  the 
personal  accounts  of  purchasers  on  coal  account — that  is  to  say,  customers 
who  are  debtors  for  the  same ;  on  the  other  hand,  the  Trades'  Ledger  (or, 
as  it  might  be  called,  the  Purchases  or  Bought  Ledger)  deals  with  the 
personal  accounts  of  purchases  (stores,  materials,  etc.),  and  such  personal 
accounts  represent  creditors  as  referred  to  incidentally  in  dealing  with 
Form  15  in  connection  with  the  Half-yearly  Analysis  Book. 

The  operation  of  the  above  ledgers  should  be  readily  understood,  as 
they  are  just  ordinary  ones  of  their  kind,  and  excessively  simple  in  their 
treatment.  The  only  other  ledger  to  which  attention  need  be  called  is  the 
Private  Ledger.  This  ledger  also  is  an  ordinary  ledger  with  a  double 
money  column  on  each  page,  the  debits  being  on  the  left-hand  page,  and  the 
credits  on  the  right-hand  page.  Besides  the  capital  account  the  "  Private 
Ledger  "  contains  the  record  of  all  the  impersonal  accounts,  working  up  to 
the  profit  and  loss  accounts  by  means  of  closing  entries  through  the  "  Private 
Journal,"  the  whole  being  thus  absolutely  on  the  double  entry  system,  and 
making  the  preparation  of  the  half-yearly  balance  sheet  and  accompanying 
profit  and  loss  account  an  easy  and  methodical  matter ;  for,  throughout,  every 
entry  has  gradually  been  finding  itself  focussed  up  to  final  service  head,  and 
thus  all  is  eventually  brought  into  a  nut-shell,  and  made  easily  intelligible. 

In  every  well-regulated  colliery  the  abstract  of  Cost  Book  kept  by  the 
mining  department  is  an  important  one,  as  will  be  seen  by  the  following 
specimen  sheet : — 

18.  Grangetown  Collieries. — Cost  Sheet  for  the  Month  ending 
30th  November  1902 


(l) 

Total 

Working 

Cost  for 

the  Month. 

(2) 

Cost 
per  Ton 
on  Coal 
raised 
for  the 
Month. 

(3) 

Cost 
per  Ton 
on  Coal 

sold 
for  the 
Month. 

(4) 

Total 
Working 
Expenses 
to  date 
from  last 
Balance- 
sheet. 

(5) 
Cost 
per  Ton 
on  Coal 
raised 
to  date 
from  last 
Balance- 
sheet. 

(6) 

Cost 

per  Ton 

on  Coal 

sold 
to  date 
from  last 
Balance- 
Sheet. 

Coal  cutting     .... 
Engineers,  fitters,  and  pitmen 

Smiths 

Carpenters  and  sawyers    . 

Masons 

Tippers,  sorters,  and  screeners 

Incidental  charges   . 

Stables     .  •     . 

Surfacemen,  including  labourers  anc 

horse  drivers 
Underground  men,  including  timber 

men,    hauliers,    door   boys,   blocfc 

layers,  furnacemen,  etc. 
Repairs  and  furnishings  . 
Motive  power  .... 

Pitmen 

Royalty 

£    s.    d. 

s.     d. 

s.    d. 

£    s.    d. 

s.    d. 

s.    d. 

Establishment  charges     . 

| 
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Total  raised  for  the  month 
Coal        , ,  , , 


Total  sales  for  the  month 
General  , ,         , , 

Land  ,,         ,, 

Workmen  , ,         , , 


(7) 

Tons.  Cwts. 


(8) 

Tons.  Cwts. 


(9) 

Tons.  Cwts. 


Total  raised  since  last  balance-sheet 
Coal 


Total  sales  since  last  balance-sheet 
General         ,,         ,,  ,, 

Land  ,, 

Workmen      ,,         ,,  ,, 


(10) 
Tons.  Cwts. 


For  the  sake  of  readier  reference  and  explanation  here  the  six  cash 
columns  have  been  numbered  1  to  6,  and  the  four  weights  columns  7  to  10 
respectively.  Dealing,  now  say,  with  the  month  of  November  1902  cash 
column,  No.  1,  gives  in  detail  under  the  various  heads  the  total  working 
cost  for  the  month.  Taking  now  column  No.  4,  and  adding  these  detailed 
figures  to  those  appearing  in  the  same  column  No.  4  for  the  four  months 
ending  31st  October  1902,  you  arrive  in  detail  at  the  total  working  cost 
for  the  five  months  ending  30th  November  1902,  i.e.  from  the  date  of  the 
last  balance-sheet  (30th  June  1902).  Column  No.  7  gives  the  total  weight 
in  tons  and  cwts.  of  coal  raised  for  the  month  of  November  1902,  and 
column  No.  8  gives  the  total  sales  (under  the  three  headings)  in  tons  and 
cwts.  for  the  same  period,  while  columns  Nos.  9  and  10  give  the  same 
particulars  in  tons  and  cwts.  for  the  five  months  ending  30th  November 
1902,  these  particulars  being  arrived  at  in  the  same  way  as  those  for 
column  No.  4.  The  detailed  cash  figures  given  in  cash  column  No.  1, 
divided  by  the  number  of  tons  in  column  No.  7,  give  in  each  instance  the 
cost  per  ton  on  coal  raised  for  the  month  of  November  1902.  These 
details  are  set  out  item  by  item  in  column  No.  2,  and  the  cost  at  the  foot 
of  the  same  gives  the  total  cost  per  ton  on  coal  raised  for  the  month  of 
November  1902.  Taking  now,  again,  the  detailed  cash  figures  given  in 
cash  column  No.  1,  and  dividing  the  same  by  the  number  of  tons  in  column 
No.  8,  gives  in  each  instance  the  cost  per  ton  on  coal  sold  for  the  month 
of  November  1902.  These  details,  item  by  item,  are  similarly  set  out  in 
column  No.  3,  and  the  cost  at  the  foot  of  the  same  gives  the  total  cost  per 
ton  on  coal  sold  for  the  month  of  November  1902. 

Cash  column  No.  4,  taken  similarly  in  connection  with  weight  column 
No.  9,  gives  the  details  item  by  item  of  the  cost  per  ton  on  coal  raised  for 
the  five  months  ending  30th  November  1902,  and  these  figures  as  arrived 
at  are  set  out  in  column  No.  5,  and  thus  the  total  cost  per  ton  on  quantity 
raised  during  those  five  months  is  arrived  at.  Finally,  cash  column  No.  4, 
treated  in  a  similar  way  in  connection  with  the  weight  column  No.  10, 
gives  at  cash  column  No.  6  the  cost  per  ton  on  coal  sold  for  the  five  months 
ending  30th  November  1902.  It  will  be  noticed  that  columns  Nos.  2 
and  5  deal  with  quantities  raised,  while  Nos.  3  and  6  deal  with  quantities 
sold.  And,  further,  that  columns  Nos.  1,  2,  and  3  deal  with  the  month 
of  November  1902  only,  while  Nos.  4,  5,  and  6  are  cumulative,  and  deal 
with  the  five  months  ending  30th  November  1902 — that  is  to  say,  from 
the  date  of  the  last  balance-sheet  (30th  June  1902). 

From  the  foregoing  explanation  of  the  working  of  Form  18  it  will  be 
seen  that  it  shows  at  a  glance  the  monthly  cash  expenditure  of  all  depart- 
ments of  labour  and  stores,  and  that  such  expenditure  is  worked  down  to 
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the  average  cost  per  ton,  thus  defining  where  it  is  possible  to  sell  at  a 
fraction  of  profit  holding  one's  own,  or,  where  prudence  suggests,  standing 
aside  for  the  moment  (remembering,  however,  that  the  colliery  has  always 
certain  fixed  standing  charges  of  expenditure,  whether  it  works  or  lies  idle, 
and  that  it  may  be  found  at  times  more  advisable  to  go  on  working  even 
at  a  small  loss  rather  than  remain  idle).  Form  18  is  a  reliable  gauge  in 
such  an  emergency,  and  well  repays  the  trouble  involved. 

At  Grange  town  each  half-year's  profit  and  loss  account  bears  the  charge 
of  its  own  repairs  and  renewals  incurred  during  that  period,  and  the  whole 
is  thus  written  off  and  disposed  of  at  once  except  in  special  cases,  such  as 
structural  or  other  material  additions  to  the  plant  or  buildings,  forming  a 
capital  expenditure,  and  therefore  treated  accordingly.  These  repairs  and 
renewals,  which  are  thus  charged  to  the  half-year's  profit  and  loss  account, 
it  should  be  added,  are  carried  out  in  no  niggardly  spirit,  for  it  is  through- 
out the  aim  of  the  executive  to  keep  everything  as  far  as  practicable,  and 
careful  supervision  can  ensure,  in  good  working  order. 

Notwithstanding,  however,  the  above  attendant  circumstances,  the  ques- 
tion of  depreciation  and  writing  off  for  the  same  nevertheless,  in  a  measure, 
still  applies  more  particularly  in  the  case  of  boiler  engines  and  machinery 
generally,  which,  of  course,  wear  out  and  become  obsolete.  The  cost  of 
replacing  such  by  machinery  with  the  latest  improvements  to  keep  pace 
with  the  times  is  a  consideration,  for  which  a  prudent  colliery  owner 
finds  it  advisable  to  build  up  out  of  profits  a  reserve  fund,  in  order  to  make 
due  and  timely  provision  for  such  necessary  outlays. 

Kent  is  a  regular  annual  fixed  charge  payable  quarterly.  Eoyalty,  on 
the  other  hand,  is  a  varying  charge  based  upon  a  fixed  rate  per  ton  on  the 
gross  tonnage  of  coal  won,  with  an  annual  minimum  charge  in  the  event  of 
the  coal  won  during  the  year  not  coming  up  to  that  figure ;  this  dead  rent, 
however,  is  not  lost  sight  of,  for  any  excess  charged  over  tonnage  won  is 
allowed  for  in  subsequent  settlements  until  finally  cleared  off.  This  ques- 
tion of  royalty  dead  rents  is  a  serious  one,  especially  in  bad  times  with  low, 
unremunerative  prices  prevailing,  and  it  needs  very  careful  management  to 
cope  with  it. 

The  Grangetown  Collieries  being  freehold  there  are  no  royalties  nor  rent 
charges  of  any  description  to  pay ;  at  the  same  time,  the  fact  is  not  lost 
sight  of  that  there  is  only  a  certain  quantity  of  coal  to  be  won.  Provision, 
therefore,  has  to  be  made  to  recoup  during  the  number  of  years  the  colliery 
has  to  live  and  coal  is  being  got,  the  capital  expended  upon  it,  after  allow- 
ing for  estimated  net  value  of  the  plant  at  a  break-up  valuation,  stock, 
surface  land,  etc.,  at  the  termination  of  the  time.  A  short  way  of  arriving 
at  this  is  to  take  the  capital  outlay  (after  making  the  above  deductions  for 
remainder  value)  and  the  estimated  total  output,  then  ascertain  how  much 
per  ton  of  coal  this  capital  outlay  comes  to,  and  allow  for  an  owner's  royalty 
of  say  6d.  per  ton,  or  whatever  the  figure  may  work  out  at,  thus  building 
up  in  the  balance-sheet  a  reserve  or  sinking  fund,  steadily  increasing  until 
it  reaches  the  required  sum  aimed  at.  The  cottages,  farm  buildings,  and 
all  the  accessories  to  the  collieries  should  be  dealt  with  in  the  calculation 
now  referred  to. 

In  former  years  the  question  of  coal  waggons  was  one  very  much  affect- 
ing colliery  owners,  as,  in  fact,  it  still  does  in  many  places  outside  the  dis- 
tricts now  specially  referred  to.  Colliery  owners  were  then  in  the  habit  of 
obtaining  from  one  or  other  of  the  waggon  companies  their  waggons  on  the 
hire-purchase  system,  the  payments  extending  over  a  period  of  from  five  to 
seven  years.     The  average  actual  life  of  a  waggon  varies  from  ten  to  twelve, 
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or  at  the  outside  fourteen  years,  and  meanwhile  they  have  to  be  so 
frequently  repaired  that  it  is  a  question  at  the  last  whether  there  is  any  of 
the  original  waggon  left.  So  long  as  the  instalments  remained  unpaid  the 
waggons  belonged  to  the  waggon  company,  and  as  these  instalments  whilst 
running  included  both  principal  and  interest  it  became  a  nice  calculation 
to  keep  the  accounts  connected  therewith.  At  Grangetown  there  are  few 
waggons,  and  these  are  the  absolute  property  of  the  owners,  being  used  on 
the  spot  for  the  exclusive  purposes  of  the  colliery.  Being  on  the  Midland 
Railway  system,  the  owners  have  adapted  themselves  to  the  views  of  that 
railway,  and  the  system  has  been  found  to  work  out  satisfactorily  to  all 
concerned.  The  Midland  Railway  (following  the  lines  of  the  North-Eastern 
Railway),  some  fifteen  years  or  so  ago,  bought  up  the  bulk  of  the  waggons 
running  upon  their  system,  supplying  these  waggons  to  collieries  as  and 
when  required  from  central  depots.  The  strong  point  in  favour  of  railways 
owning  the  waggons,  and  thus  having  full  control  over  them,  is  that  they 
not  only  thus  secure  to  themselves  a  large  amount  of  competitive  traffic, 
but  many  other  advantages  besides ;  for  instance,  the  waggons  they  buy  up 
have  more  orjless  short  lives,  and  as  they  fall  out  the  railway  companies  can 
replace  them  by  waggons  of  one  uniform  specification,  with  spring  buffers, 
and  meanwhile  the  railway  companies  are  careful  to  keep  up  the  waggons 
to  an  efficient  standard,  thus  guarding  against  the  contingency  of  a  defec- 
tive waggon  suddenly  breaking  down  upon  the  road,  causing  of  necessity 
delay  and  no  inconsiderable  element  of  danger.  It  must  be  remembered, 
too,  that  to  the  Midland  and  South  Yorkshire  districts,  supplying  as  they  do 
a  soft  coal,  it  is  a  manifest  advantage  to  load  it  into  waggons  with  spring 
buffers,  which  prevent  much  extra  jarring  and  consequent  breakage.  This 
soft  coal  is  not  stacked  nor  stored,  like  Northumberland  and  Durham  hard 
coal,  but  is  loaded  straight  from  the  pit's  mouth  into  the  consigned 
waggons,  the  exceptions  being  the  cannel  and  top  hard  coal,  which  can  be, 
and  indeed  is  when  necessary  stacked  like  other  hard  coal. 

At  Grangetown  the  matter  of  fire  insurance  is  not  lost  sight  of,  the 
buildings,  engine-houses,  machinery,  plant,  etc.,  being  all  duly  covered  in 
the  regular  fire  insurance  offices,  the  boilers  being  specially  insured  in  a 
Boiler  Insurance  Company. 

In  former  years  it  was  the  custom  at  every  well-regulated  colliery  to 
have  what  was  then  known  as  a  miners'  accident  relief  club,  to  which  both 
the  men  and  the  masters  contributed  on  a  regularly  recognised  scale,  the 
men's  pro  rata  being  collected  from  agreed  retentions  out  of  their  weekly 
pay,  and  the  system  was  found  to  work  generally  satisfactorily.  Since, 
however,  the  passing  of  "The  Workmen's  Compensation  Act  1897  (60  &  61 
Vict.  c.  37)  "  the  onus  of  indemnifying  the  miners  or  their  representatives 
for  accidents,  whether  fatal  or  entailing  partial  or  total  disablement,  falls 
upon  the  colliery  owners  entirely.  Prudent  owners  protect  (themselves  by 
insuring  this  risk  with  a  good  insurance  office,  who  insure  the  owners 
against  all  risks  at  a  fixed  annual  premium  on  the  amount  of  wages 
covered.  This  annual  payment  constitutes  a  fixed  charge  on  the  profit  and 
loss  account,  charged  half-yearly  in  equal  sums.  Grangetown  not  being 
what  is  known  as  a  "fiery"  colliery  the  rate  of  premium  charged  is  a 
minimum  one.  In  some  collieries,  however,  of  a  "fiery  "  nature,  and  with 
a  bad  record,  the  rate  of  premium  is  very  high,  and  sometimes  becomes  a 
very  serious  question  indeed  for  the  colliery  owners  to  face  and  to  cope 
with. 

In  Form  17,  Pay  Sheet  for  the  week  ending  30th  December  1902,  a 
column  is  given  for  certain  deductions,  the  analysis  at  foot  including  "  Club, 
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19s."  As  already  mentioned,  prior  to  the  above  "Workmen's  Compensation 
Act  1897  "  coming  into  operation  the  colliery  had  a  "  Miners'  Accident  Belief 
Club,"  to  which  both  the  men  and  the  masters  contributed.  When  the 
transition  took  place,  and  the  responsibility  fell  upon  the  masters,  there 
was  a  certain  balance  of  the  club  fund  in  hand.  This  became  the  nucleus 
for  the  formation  of  a  new  club,  entitled  "  Workmen's  Pension  and  Annuity 
Club,"  which  any  one  who  likes  may  join.  The  weekly  subscriptions  to  the 
club  are  collected  by  retentions  from  the  men's  wages,  and  the  club  is 
managed  by  a  committee  of  the  workmen  assisted  by  the  commercial 
manager.  The  banking  account  is  kept  by  the  colliery,  who  collect  the 
weekly  payments  and  make  the  necessary  disbursements.  The  whole 
scheme  is  managed  on  strictly  commercial  principles,  and  half-yearly 
balance-sheets,  with  accompanying  accounts  properly  audited,  are  duly 
made  out. 

Incidental  reference  has  been  made  herein  to  the  brickworks  carried  on 
at  Grangetown.  It  is  not  proposed  to  go  into  the  working  of  these ;  at  the 
same  time  it  may  be  mentioned  that  the  accounts  are  kept  in  the  same 
way  and  on  the  same  lines  as  those  of  the  collieries  themselves.  Half- 
yearly  profit  and  loss  accounts  are  taken  out,  everything  working  up  to  one 
general  balance  -  sheet,  which  is  duly  audited  by  a  firm  of  chartered 
accountants. 

There  should  be  pointed  out  the  great  importance  of  *  the  fireclay  and 
the  red  brickworks  being  worked  in  connection  with  the  collieries.  It  will 
be  readily  understood  that  inferior  coal  is  not  only  difficult  of  sale,  but 
that  it  also  spoils  an  otherwise  good  average  of  quality.  At  Grangetown 
the  quality  of  the  coal  is,  generally  speaking,  good,  but  should  there  be  any 
inferior  portions  these  can  always  be  readily  utilised  at  the  brickworks, 
which  also  get  the  benefit  of  the  services  of  the  commercial  colliery  staff,  so 
reducing  the  expenses  of  carrying  on  the  brickworks  to  a  mininum,  while 
at  the  same  time  easing  the  actual  colliery  working  expenses  to  an 
appreciable  degree.  The  same  remark  applies  to  the  estate  rentals,  the 
final  result  being  that  the  whole  is  brought  into  account  in  the  general 
balance-sheet,,  say — 

Collieries  profit  and  loss  account, 

Brickworks  profit  and  loss  account, 

Estate  rentals  net  balance, 
together  with  the  debtors  and  creditors  respectively  attaching  to  each  of 
them.  Gerard  van  de  Linde. 

Collision. — The  adjustment  of  damages  payable  in  the  case  of 
collisions  of  vessels  at  sea  or  in  port  forms  a  very  complicated  accounting, 
and  the  amount  to  be  recovered  may  be  sued  for  either  in  the  Courts  of 
common  law  or  in  those  possessing  Admiralty  jurisdiction.  In  the  former 
case  the  proceeding  is  against  the  owner,  while  in  the  latter  it  may  either 
be  against  the  owner  or  the  ship.  The  value  of  the  ship,  however,  does  not 
form  the  measure  of  damage  recoverable,  for  the  owner  is  liable  by  statute 
to  the  full  extent  of  his  responsibility,  although  the  ship  be  sold.  The 
general  principles  upon  which  depends  the  right  to  recover  in  the  Admi- 
ralty Court  were  thus  stated  by  Lord  Stowell : — 

"  There  are  four  possibilities  under  which  a  loss  of  this  sort  may  occur. 

u  1st,  It  may  happen  without  blame  being  imputed  to  either  party ;  as 
where  a  loss  is  occasioned  by  a  storm,  or  by  any  other  vis  major ;  in  that 
case  the  misfortune  must  be  borne  by  the  party  on  whom  it  happens  to 
light,  the  other  not  being  responsible  to  him  in  any  degree. 
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"  2ndly,  A  misfortune  of  this  kind  may  arise  when  both  parties  are  to 
blame,  where  there  has  been  a  want  of  skill  and  due  diligence  on  both 
sides ;  in  such  a  case  the  rule  of  law  is  that  the  loss  must  be  apportioned 
between  them,  as  having  been  occasioned  by  the  fault  of  both. 

"  3rdly,  It  may  happen  by  the  misconduct  of  the  suffering  party  alone ; 
and  then  the  rule  is  that  the  sufferer  must  bear  his  own  burthen. 

"  4thly,  It  may  have  been  the  fault  of  the  ship  which  ran  the  other 
down ;  and  in  this  case  the  injured  party  would  be  entitled  to  an  entire 
compensation  from  the  other."  1 

The  owners  of  ships,  whether  British  or  foreign,  may  now,  however,  get 
their  liability  limited,  where  the  occurrence  takes  place  without  the  actual 
fault  or  privity,  in  the  case  of  loss  of  life  or  personal  injury,  either  alone  or 
together,  with  loss  or  damage  to  ship,  goods,  or  other  things  to  a  sum  not 
exceeding  £15  per  ton  for  each  ton  of  the  ship's  tonnage,  and  in  the  case  of 
damage  to  ship,  goods,  or  other  things,  to  a  sum  not  exceeding  £8  for  each 
ton  of  the  ship's  tonnage.2  But  if  the  loss  or  damage  be  caused  by  the 
fault  or  privity  of  the  owners  they  are  still  liable  for  the  full  damages, 
though  the  fault  of  one  owner  does  not  deprive  his  co-owners  of  their  right 
to  have  the  liability  limited. 

Under  the  first  head  are  embraced  those  cases  which  arise  from 
unavoidable  accident,  or  where  a  collision  has  taken  place  which  could  not 
have  been  prevented  by  the  exercise  of  ordinary  care  or  skill,  or  common 
foresight,  and  in  these  cases  the  loss  lies  where  it  fell. 

In  the  second  case,  where  both  ships  are  to  blame,  the  loss  is  to  be 
apportioned  between  them,  but  the  important  question  is  as  to  how  this  is 
to  be  done.  The  method  cannot  be  better  stated  or  illustrated  than  was 
done  by  Mr.  Eothery  of  the  Admiralty  Court  in  London,  in  a  letter  to  Lord 
Chancellor  Selborne  in  1873.3  "  Assume  that  A  and  B  are  the  owners  of 
two  vessels  worth  respectively  £10,000  and  £50,000 ;  that  they  came  into 
collision,  and  that  both  are  alike  to  blame  for  the  collision,  that  being  a 
condition  precedent  to  the  equal  division  of  the  damages. 

"  And,  first,  I  will  assume  that  A's  vessel  goes  to  the  bottom,  and  that  B's 
is  uninjured,  a  not  very  unusual  occurrence  in  collisions  at  sea.  Then  A, 
who  has  lost  £10,000  by  the  sinking  of  his  vessel,  would,  under  the 
Admiralty  rule,  both  being  to  blame,  be  entitled  to  recover  one-half  of  his 
loss,  or  £5000  from  B. 

"  Secondly,  let  us  assume  that  B's  vessel  goes  to  the  bottom,  and  that  A's 
is  uninjured,  then  B,  who  has  lost  £50,000  by  the  sinking  of  his  vessel 
will  be  entitled  to  recover  one  moiety  of  his  loss,  or  £25,000,  from  A. 

"  Thirdly,  I  will  suppose  that  both  go  to  the  bottom,  both  alike  being 
to  blame  for  the  collision.  Then  A  having  lost  £10,000  by  the  sinking  of 
his  vessel  is  entitled  to  recover  £5000  from  B  for  a  moiety  of  his  damage, 
whilst  B  is  entitled  to  recover  £25,000  from  A  for  the  moiety  of  his  damage. 
Each  loses  £30,000.  A  by  having  to  bear  the  loss  of  one  moiety  of  his  own 
vessel,  or  £5000,  and  by  having  to  pay  to  B  £25,000  for  the  moiety  of  his  B's 
loss ;  and  B,  by  having  to  bear  the  loss  of  one  moiety  of  his  own  vessel,  or 
£25,000,  and  by  having  to  pay  A  £5000  for  a  moiety  of  his  (A's)  loss.  The 
mistake  of  those  who  think  that  the  owner  of  a  vessel  worth  £10,000 
might,  by  a  collision  with  a  vessel  worth  £50,000,  recover  under  the 
Admiralty  Court  no  less  a  sum  than  £30,000  as  a  compensation,  arises 

1  The   Wardrop-Sims,  Jones,  2  Dods  83-85,  cited  by  Lord  Gifford  in  the  House  of  Lords, 
Hay  v.  Le  Nene,  2  Shaw's  Appeal  Cases  395,  Maclachlan,  p.  317. 
'2  57  &  58  Vict.  c.  60,  sec.  503. 
3  Quoted  by  Maclachlan,  pp.  318,  319. 
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from  their  supposing  that  the  amount  at  stake  is  a  common  fund  to  be 
divided  between  two  claimants,  not  a  joint  loss  which  has  to  be  apportioned 
between  them." 

The  loss  arising  to  the  injury  or  destruction  of  the  cargo  or  cargoes  is 
dealt  with  and  estimated  upon  the  same  principles. 

The  adjustment  of  contribution  between  hull,  machinery,  freight,  and 
cargo,  etc.  and  between  general  and  particular  average,  is  a  subject  involving 
legal  questions  of  the  greatest  complexity.  It  is  practically  in  the  hands 
of  a  small  body  of  experts  known  as  average  adjusters,  whose  decisions  are 
generally  accepted. 

Colonial  Register. — A  joint  stock  company  which  transacts 
business  in  a  colony  may,  if  authorised  to  do  so  by  its  regulations  as 
originally  framed,  or  as  altered  by  special  resolution,  cause  to  be  kept,  in 
any  colony  where  it  transacts  business,  a  branch  register  or  register  of 
members  resident  in  such  colony.  The  Kegistrar  of  Joint  Stock  Companies 
must  be  notified  that  such  a  register  exists,  and  copies  of  the  entries 
therein  must  be  kept  in  the  registered  office  of  the  company.  Transfers  of 
shares  registered  in  a  colonial  register  are  held  to  be  transfers  of  property 
situated  out  of  the  United  Kingdom,  and  are  exempt  from  stamp  duty 
provided  the  transfers  are  not  executed  in  any  part  of  the  United  Kingdom. 

Columnar  System. — The  use  of  columns  in  books  of  account 
is  of  great  value,  as  it  not  only  does  away  with  a  great  deal  of  clerical  work, 
but  the  results  obtained  are  used  as  checks  upon  other  work.  For  example, 
with  a  columnar  Cash  Book,  such  as  that  given  in  Form  9  of  the  article 
on  Cash  Book,  the  columns  on  the  credit  side  for  "  Discount,"  "  Wages," 
"Bent,  etc.,"  and  "Charges,"  do  away  with  the  posting  of  each  individual  item 
entered  under  these  columns  to  Ledger  accounts,  and  the  monthly  totals 
alone  are  posted.  Again,  the  column  for  "  Sales "  on  the  debit  side  and 
"Purchases"  on  the  credit  side  enable  the  Sales  Ledger  and  Purchases 
Ledger  to  be  reconciled. 

The  columnar  system  is  of  great  value  where,  in  a  business  having 
various  departments,  it  is  desired  to  show  the  gross  profit  on  each  depart- 
ment. In  such  businesses  the  Invoice  Book  and  Day  Book  have  as  many 
columns  as  there  are  departments,  and  the  purchases  and  sales  are  thus 
analysed  out. 

The  columnar  system,  again,  is  extensively  used  in  such  businesses  as 
hotels  and  collieries.  Almost  every  business  of  any  magnitude  may  adopt 
the  columnar  system  in  some  form  or  other,  and  so  gain  the  advantages 
served  by  keeping  books  on  this  system. 

Com . — Commission. 

Combination. — A  combination  is  an  intimate  union  of  two  or 
more  persons  or  things  to  effect  some  purpose.  Combinations  for  the  pur- 
pose of  controlling  the  production,  distribution,  and  exchange  of  wealth  are 
very  numerous,  and  a  great  deal  can  be  said  both  for  and  against  combina- 
tions in  their  various  forms. 

I.  Production. — There  are  some  forms  of  wealth  which  can  only  be  pro- 
duced by  the  assistance  of  a  large  capital,  and  there  are  many  industries  in 
which  production  on  an  extensive  scale  is  distinctly  economical.  In  order  to 
provide  the  capital  in  such  cases  it  has  been  found  necessary  to  form  com- 
binations which  are  recognised  by  law.  There  is  first  of  all  the  ordinary 
partnership  where  two  or  more  persons  agree  to  combine  their  property, 
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labour,  or  skill  in  some  business  and  to  share  the  profits  among  them. 
There  is  also  the  case  of  private  and  public  combinations  where  a  number 
of  persons  are  incorporated  either  under  an  Act  of  Parliament  or  by  a 
charter  from  the  crown.  A  private  combination  is  usually  simply  a  large 
partnership  concern  in  which  the  liability  of  the  members  is  unlimited. 
Under  the  Joint  Stock  Companies  Acts,  and  also  under  some  private  Acts, 
the  liability  of  members  is  limited.  Partnership  and  company  combinations 
are  recognised  as  not  only  legal,  but  legitimate  combinations  for  the  purpose 
of  furthering  the  production  of  wealth.  Both  forms  have  received  special 
legal  recognition  and  encouragement,  particulars  of  which  will  be  found 
under  the  heads  "  Partnership  "  and  "  Company." 

There  are  other  combinations  for  the  purpose  of  controlling  the  produc- 
tion of  certain  commodities  with  the  view  of  securing  an  additional  profit 
through  making  the  production  a  monopoly,  which  are  in  a  somewhat 
different  class  from  partnership  and  company  combinations.  Their  main 
object  is  not  so  much  to  secure  profit  from  production,  but  to  secure  if  pos- 
sible all  profit  by  forming  a  ring  and  thereby  obtain  profit  through  a 
monopoly  of  production.  The  following  may  be  taken  as  examples  of  this 
method  of  combination : — 

1.  Pools :  where  a  committee  of  delegates  from  several  producing  estab- 
lishments control  the  production  or  output  of  each  member  of  the  pool  with 
the  view  of  keeping  up  the  price.  This  method  is  sometimes  tried  in  the 
case  of  collieries. 

2.  Syndicates :  where  a  syndicate  is  formed  to  take  all  the  produce  of 
other  companies  in  the  same  business  at  certain  fixed  prices.  In  such  cases 
the  amount  of  the  produce  of  each  company  is  as  a  rule  fixed  or  at  all  events 
a  certain  maximum  is  agreed  on.  The  famous  copper  syndicate  is  the  best 
example  of  this  type. 

3.  Trusts :  where  the  stock  owners  in  various  companies  transfer  their 
shares  to  trustees,  who  become  registered  in  their  places  as  owners  of  stock, 
and  so  obtain  control  of  the  management. 

Corporations  are  sometimes  formed  with  the  object  of  establishing  a 
monopoly  of  production  through  amalgamating  all  the  businesses  in  the  same 
line  that  are  in  existence.  The  Salt  Union  is  the  most  famous  example. 
The  weak  point  of  all  such  combinations  is  that  once  they  raise  prices  an 
outsider  may  find  it  to.  his  advantage  to  take  up  the  same  line  of  production, 
when  the  trust  or  union  has  either  to  buy  him  up  or  render  his  business 
unprofitable  by  underselling.  In  the  case  of  underselling  a  rival  they  run 
considerable  risk  of  ruining  themselves. 

Examples  of  combinations  which  appear  from  certain  points  of  view  to 
have  produced  good  results  are  found  in  the  case  of  Fire  Insurance  com- 
panies and  banks.  The  majority  of  the  best  Fire  Insurance  companies  are 
members  of  a  combination  under  which  the  rates  for  the  different  risks  are 
fixed,  and  they  do  not  compete  for  business  among  themselves  by  quoting 
lower  rates.  All  such  offices  charge  the  same  rate  for  the  same  risk,  and 
having  adopted  this  standard  tariff  are  known  as  tariff  offices.  In  the  same 
way  banks  in  Scotland  do  not  compete  with  one  another  in  regard  to  the 
rates  which  they  charge  or  the  interest  which  they  allow,  but  all  charge 
the  same  rates  for  discounting  or  advancing  money,  and  also  allow  the  same 
rate  of  interest  on  sums  deposited  with  them.  These  rates  are  fixed  by  dele- 
gates from  the  various  banks,  and  are  advertised  at  each  change  in  a  joint 
advertisement  signed  by  the  officials  of  the  various  banks. 

There  are  other  forms  of  combination  between  sellers  and  buyers  with 
the  view  of  keeping  up  or  regulating  prices,  such  as  the  following : — 
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1.  Wholesale  firms  are  sometimes  bound  by  agreement  with  their 
customers  or  retail  traders  not  to  sell  except  to  retailers.  By  this  means 
they  are  prevented  from  dealing  directly  with  the  customers  of  the  retailers. 

2.  Distributors  sometimes  combine  to  buy  at  a  low  price  from  the  pro- 
ducers with  the  view  of  selling  at  a  high  price  to  consumers. 

3.  Sellers  and  buyers  sometimes  agree  that  the  goods  sold  will  only  be 
resold  at  a  certain  fixed  price.  Thus  no  bookseller  can  sell  certain  books 
below  a  certain  price. 

4.  Carrying  companies  sometimes  enter  into  combinations  with  the  view 
of  securing  a  monopoly  of  traffic,  or  to  prevent  competition  by  agreeing  on 
a  fixed  scale  of  rates  of  charges. 

II.  Distribution. — In  all  the  leading  industries  the  employers,  as  well 
as  the  employed,  have  found  it  to  be  to  their  interest  to  combine  in  separate 
associations  for  the  protection  of  their  respective  rights  and  interests.  The 
terms  upon  which  the  employer  is  to  accept  labour  is  regulated  by  the  com- 
bination of  the  masters,  and  the  footing  upon  which  the  labourer  is  to  give 
his  services  is  also  fixed  by  his  association.  There  can  be  no  doubt  that 
the  effect  of  trades'  unions  has  been  to  raise  wages  and  to  give  the  employed 
better  terms.  Combinations  of  labourers  to  obtain  higher  wages  or  shorter 
hours  are  quite  legal. 

III.  Production  and  Distribution. — With  the  view  of  avoiding  the  con- 
tinual conflicts  which  arise  between  employers  and  employed  various  forms 
of  profit-sharing  have  been  devised  so  as  to  give  the  employed  a  keener 
interest  in  his  work.  In  some  cases  it  has  been  found  that  giving  the  em- 
ployed a  percentage  or  share  in  the  profits  of  a  concern  has  made  them  take 
a  personal  interest  in  making  the  business  a  success.  In  some  cases  the 
method  has  proved  wonderfully  successful.  (See  "  Commerce,  Sensible 
Relations  betiveen  Employers  and  Employed.") 

IV.  Distribution  and  Consumption. — With  the  view  of  giving  the  con- 
sumers a  share  of  profits  various  forms  of  co-operation  have  been  introduced 
in  which  the  capital  is  subscribed  by  the  consumers.  This  idea  has  enabled 
the  consumer  in  the  case  of  co-operative  stores  to  secure  to  a  certain  extent 
the  profits  of  the  retail  dealer.  The  method  of  co-operative  stores  has  not 
been  so  successful  when  applied  to  production.  The  great  part  of  the 
success  of  co-operative  stores  is  undoubtedly  due  to  the  fact  that  they  act 
as  savings  banks,  in  which  the  rents  of  the  members  are  accumulated  against 
the  term  day.  Co-operative  stores  sell,  as  a  rule,  at  the  same  price  as  the 
ordinary  retailer,  and  return  any  profits  to  the  members  in  the  shape  of  a 
dividend  upon  their  purchases.  The  method  has  undoubtedly  been  success- 
ful in  securing  to  the  consumer  certain  of  the  profits  of  the  retail  trader, 
and  the  tendency  appears  to  be  to  endeavour  to  extend  the  method  to  vari- 
ous forms  of  production. 

Commerce. — Commerce  (Latin  con  and  merx,  wares,  commodities) 
may  be  defined  as  the  means  by  which  individuals,  with  a  view  to  profit, 
supply  commodities  to  others.  It  is  synonymous  with  trade,  trading, 
business. 

Extent. — Commerce  is  divided  into  home  trade  and  foreign  trade.  It 
is  impossible  to  determine  the  money  value  of  the  former  in  any  country. 
But  on  the  assumption  that  the  expenditure  in  commodities  of  every  five 
persons  in  Great  Britain  is  £150  a  year,  the  amount  of  the  home  trade  of 
the  United  Kingdom  would  be  £1,200,000,000,  or  one  and  a  half  times  the 
foreign  trade.  As  the  Custom  authorities  of  Great  Britain  require  from 
traders  a  "  specification "  of  the  goods  exported,  and  an  "  entry "  of  the 
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goods  imported,  the  value  of  the  foreign  trade  of  the  country  can  be 
definitely  ascertained. 

"  The  master  or  owner  of  every  ship  in  which  goods  shall  be  exported 
shall,  by  himself,  or  his  agent,  within  six  days  after  the  final  clearance  of 
such  ship,  deliver  to  the  proper  officer  of  Customs  ...  a  manifest  of  all 
the  goods  shipped,  containing  the  marks  and  numbers,  and  the  number  and 
description  of  the  packages  with  the  names  of  the  consignors  thereof, 
according  to  the  Bills  of  Lading  relating  thereto  .  .  ."  (39  &  40  Vict.  cap. 
26,  sec.  111). 

"  The  captain  or  other  officer  having  any  charge  of  any  ship,  having 
commission  from  Her  Majesty  or  other  foreign  state,  having  on  board  any 
goods  laden  in  ports  beyond  the  seas,  shall,  on  arrival  at  any  port  in  the 
United  Kingdom,  and  before  any  part  of  such  goods  be  taken  out  of  such 
ship,  or  when  called  upon  to  do  so  by  any  officer  of  the  Customs,  deliver  an 
account  in  writing,  under  his  hand,  to  the  best  of  his  knowledge,  of  the 
quality  and  quantity  of  every  package  or  parcel  of  such  goods,  and  of  the 
numbers  and -marks  thereon,  and  of  the  names  of  the  respective  shippers 
and  consignees  of  the  same,  and  shall  truly  answer  to  the  collector,  or  other 
proper  officer,  such  questions  concerning  such  goods  as  shall  be  required  of 
him,  and  on  failure  thereof  shall  forfeit  £100  .  .  ."  (39  &  40  Vict.  cap. 
26,  sec.  52.) 

A  summary  of  the  value,  weight,  kind,  and  quantity  of  goods  imported 
and  exported  is  annually  published  in  the  "  Annual  Statement  of  Trade  of 
the  United  Kingdom  with  Foreign  Countries  and  British  Possessions." 

Value  of  British  Imports  and  Exports  for  the  Year  1901. 

Imports      ........        £521,990,198 

Exports — 

British  Productions     ....        £280,022,376 
Foreign  and  Colonial  Productions  (practically 

re-exportation)         ....  67,841,892 

347,864,268 


Import  of  gold  and  silver  bullion  and  specie  .  .  .  £32,000,000 

Export  „  „  „  ...  26,000,000 

The  fact  that  the  imports  of  Great  Britain  are  largely  in  excess  of  the 
exports,  and  have  been  so  for  years,  has  perturbed  many  a  British  com- 
mercial and  lay  mind.  It  will  be  noticed  that  the  imports  of  gold  and 
silver  bullion  and  specie  are  also  larger  than  the  exports.  Three  things 
explain  the  great  discrepancy  between  the  value  of  the  imports  and  exports 
of  Great  Britain. 

1.  The  interests  on  British  investments  abroad,  which  are  included  in 
the  imports. 

2.  The  remittances  sent  by  private  individuals  and  officials  home,  the 
value  of  which  is  included  in  imports. 

3.  The  fact  that  the  exports  are  valued  f.o.b.  (free  on  board)  the  home 
port,  and  that  the  imports  are  valued  c.i.f.  (cost,  insurance,  and  freight). 

This  will  be  better  explained  by  the  following  example : — 

"  As  showing  how  freight  alone  affects  the  nominal  value  of  our  exports, 

we  may  instance  a  cargo  of  coal,  say  3000  tons,  shipped  to  Bombay.     The 

value  of  the  coal  at  the  port  of  shipment  would  be,  say,  £1500,  and  the 

freight  thereon,  payable  at  Bombay,  £1500  more.      But   these   amounts 
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would  have  to  be  remitted  to  England.  This  might  be  done  by  the 
consignee  shipping  say  600  tons  of  wheat,  value  £3000,  and  remitting  the 
bills  drawn  against  the  same  to  the  shipper  of  the  coal  and  the  shipowner. 
The  freight  on  the  600  tons  would  be,  perhaps,  £600,  payable  in  England. 
The  coal  when  shipped  in  England  would  be  entered  at  £1500,  and  the 
wheat  when  imported  at  £3600.  So  here  we  should  have  an  export 
of  £1500  represented  by  an  import  of  £3600,  or  an  apparent  excess  of 
import  over  export  of  £2100  on  this  one  item  alone  "  (Modern  Business 
Methods.     Import  and  Export  Trade.     Hooper  and  Graham). 

Valuable  as  the  Statement  of  Trade  of  the  United  Kingdom  with 
Foreign  Countries  and  British  Possessions  is,  it  is  incorrect  with  regard 
to  the  statement  of  the  value  of  the  imports  and  exports  to  and  from  each 
foreign  country.  All  imports  and  exports  in  the  Statement  are  credited 
to  the  country  which  owns  the  seaport  from  which  the  goods  are  imported, 
or  to  which  they  are  consigned — a  manifestly  incorrect  classification.  For 
instance,  the  value  of  all  oar  imports  and  exports  in  Eotterdam  are  credited 
to  Holland,  although  it  is  well  known  that  a  large  proportion  of  these 
goods  are  brought  from  or  destined  for  Germany,  Switzerland,  Austria,  or 
Italy.  According  to  the  Statement  Great  Britain  does  not  trade  with 
Switzerland  and  Bolivia,  because  these  countries  have  no  seaports,  and  very 
little  trade  with  Austria,  because  it  has  only  one  seaport.  As  this  mis- 
leading method  must  give  rise  to  mistaken  views  in  diplomatic  as  well  as 
commercial  circles,  it  is  surely  incumbent  on  the  Board  of  Trade  to  devise 
a  method  whereby  the  true  value  of  British  foreign  trade  with  each  country 
may  be  definitely  known. 

Division. — Modern  British  commerce  may  be  said  to  be  dependent  on 
the  following : — 

( Farmers  and  Cultivators. 
Production  \  Miners  and  Quarriers. 
[Manufacturers. 

-Merchants. 

Wholesale  Traders 

Exporters. 

Importers. 
Distribution  ^  Commission  Agents. 

Brokers. 

Ketail  Traders. 

Carriers,  Eailway  and  Shipping  Cos. 

-Warehousers. 

With  the  assistance  of  bankers,  insurers,  and  accountants.  The  list  is  a 
numerous  one ;  yet  all  are  necessary.  No  commercial  occupation  is 
privileged,  and  it  follows,  that  if  the  part  played  in  commerce  by  each  of 
these  individuals  was  not  required,  the  part  would  not  exist.  Some  com- 
mercial houses  combine  several  of  the  divisions,  but  within  the  house  itself 
there  must  be,  to  secure  success,  a  similar  division  of  service. 

It  may  be  well  to  give  a  practical  illustration  of  how  many  of  these 
individuals  are  required  before  any  ordinary  article  of  commerce  can  be 
placed  before  the  consumer.  The  main  constituents  of  printing  paper  are 
esparto  grass,  wood  pulp,  china  clay,  and  chemicals.  As  the  two  former 
are  foreign  products  they  have  to  be  imported ;  the  two  latter  are 
practically  of  home  origin.  How  does  commerce  in  modern  times  set 
about  to  bring  all  the  constituents  together,  to  combine  them  in  manu- 
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facture  and  set  the  finished  article  before  the  public  ?  Suppose  Algeria  to 
be  the  country  producing  the  esparto  grass.  It  grows  wild  up  country, 
but  it  requires  those  whom  we  will  call  cultivators  to  cut  and  collect  it, 
and  carriers  to  bring  it  to  the  seaport,  say  Oran,  where  we  will  suppose 
an  esparto  grass  merchant  has  established  himself  in  business.  The  method 
of  the  latter  in  regard  to  the  supply  will  be  to  buy  either  by  barter  or 
exchange  of  money  from  native  dealers  or  direct  from  the  cultivators. 
Probably,  with  a  cheap  and  bulky  article  like  esparto  grass,  the  cost  of 
freight  is  the  greatest  consideration.  Within  Algeria  this  is  done  by  camel 
transport,  and  to  show  how  seemingly  remote  incidents  affect  commerce,  it 
may  be  stated  that  a  few  years  ago  camel  transport  could  not  be  obtained 
for  several  months,  because  most  of  the  animals  in  that  region  were 
engaged  in  carrying  supplies  for  some  tribes  who  were  fighting  near  the 
borders  of  the  Sahara.  The  supply  of-  esparto  grass  for  this  country  could 
not  be  obtained,  and  the  price  of  printing  paper  increased  considerably. 
Therefore,  because  two  insignificant  tribes  in  North  Africa  had  quarrelled 
and  fought,  one  of  the  means  of  disseminating  knowledge  in  this  country 
was  raised  in  price.  The  Oran  merchant  having  filleol  his  stores,  and 
having  sufficient  to  make  a  ship-load,  would  desire  to  make  a  sale  in,  say, 
Great  Britain,  which  is  the  largest  consumer  of  this  product.  Now  there 
are  many  things  this  merchant  has  to  consider  before  he  can  make  a 
profitable  sale  of  the  grass.  There  is  the  state  of  the  market  in  Great 
Britain.  Are  the  supplies  short?  Are  the  warehouses  full  in  Great 
Britain  ?  Are  there  other  cargoes  on  the  sea  ?  Can  shipping  be  obtained 
at  a  reasonable  rate  ?  To  what  port  should  the  grass  be  sent — to  London, 
Leith,  Liverpool,  or  Cardiff — because  the  proximity  of  the  receiving  port  to 
the  mills  in  want  of  grass  is  an  important  consideration,  so  as  to  save 
inland  railway  freight  ?  Now  all  these  considerations,  which  are  constantly 
changing,  are  beyond  the  province  of  the  Oran  merchant.  For  the 
profitable  disposal  of  the  grass  he  must  have  recourse  to  an  agent  in 
Great  Britain.  And  for  the  freight  he  must  have  recourse  to  a  ship- 
hroker.  The  desideratum  of  the  Oran  merchant  is  to  find  a  ship  of 
suitable  tonnage  in  Oran.  To  bring  a  ship  direct  from  England  in  ballast 
would  mean  double  freight.  The  ship-broker  watches  the  movements  of 
ships,  and,  we  will  suppose,  provides  a  ship  of  the  required  tonnage,  which 
has  just  discharged  a  cargo  of  coal  either  at  Oran  or  some  neighbouring 
port.  The  ship-broker  will  arrange  the  cost  of  insurance  and  freight, 
unless  it  is  found  better  to  give  the  former  to  an  insurance  hroker.  The 
cargo  of  grass  is  now  shipped,  insured,  and  all  the  necessary  shipping 
formalities  observed.  A  bill  of  lading  specifying  the  number  of  bales  will 
be  granted  by  the  master  of  the  ship.  A  bill  of  lading  is  practically  the 
receipt  given — when  the  goods  are  put  on  board — by  the  master  of  the 
ship  on  behalf  of  the  owners.  Bills  of  lading  are  usually  drawn  in  sets  of 
three.  One  is  retained  by  the  master,  and  the  other  two  handed  to  the 
shipper,  who  forwards  one  to  the  consignee. 

A  bill  of  lading  is  a  document  of  title,  which  means  that  the  legal 
property  in  the  goods  specified  in  the  bill  of  lading  is  passed  upon 
endorsement  or  assignment.  This  fact  permits  the  financial  considerations 
in  regard  to  shipping  transactions,  which  may  be  very  large,  to  be  carried 
through  simply.  A  banker  will  advance  money  on  the  security  of  a  bill  of 
lading.  Without  such  assistance  it  would  be  impossible  for  merchants, 
unless  they  had  enormous  capital,  to  carry  on  their  shipping  business.  But 
by  means  of  (1)  the  bill  of  lading  endorsed  to  the  bank ;  (2)  the  insurance 
policy ;  and  (3)  a  bill  of  exchange  for  the  value  of  the  consignment  drawn 
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on  the  agent  in  Great  Britain — the  "  documents  "  as  they  are  called,  and  all 
assignable — the  Oran  merchant  can  obtain  a  substantial  advance,  and  be 
put  in  possession  of  funds  which  will,  while  this  cargo  is  on  the  voyage, 
and  before  it  is  disposed  of  at  its  destination,  allow  him  to  collect  and  pay 
for  new  supplies,  and  thus  systematically  continue  his  business.  The 
advance  will  be  made  by  the  Oran  bank  in  conjunction  with  their  banking 
correspondents  in  Great  Britain.  The  bill  of  lading  having  been  endorsed 
to  the  bank,  the  cargo  now  belongs  to  the  bank.  But  the  bank  is  not  an 
esparto  grass  dealer ;  it  only  wants  security  for  its  advances,  and  as  there 
is  no  security  over  movables  in  the  possession  of  the  borrower,  the  esparto 
grass  will  be  warehoused  on  arrival  in  the  warehouse  of  a  warehouser — 
a  third  party — who  may  be  a  private  individual  or  a  dock  company. 
Intimations  of  all  these  different  steps  will  be  made  to  the  different  parties, 
and  the  warehouser  will  not  part  with  the  grass,  or  any  part  of  it,  without 
the  permission  of  the  bank.  The  agent  of  the  esparto  merchant  will 
proceed  to  sell,  and  having  disposed  of  the  cargo  to  several  paper-makers, 
who  may  pay  by  bill,  cash,  or  on  other  arranged  terms,  the  bank,  being 
granted  these  bills,  endorsed  by  tn'e  agent  to  them,  or  paid  in  cash,  or  other- 
wise satisfied,  will  part  with  the  "  warrant "  granted  by  the  warehouser  to 
the  agent,  and  allow  the  goods  to  be  released.  The  goods  may  not  be 
taken  away  whole,  but  in  part,  so  the  bank  and  the  agent  must  work 
together.  The  warehouser,  however,  must  be  presented  with  the  warrant 
before  parting  with  the  goods. 

The  cargo  being  thus  disposed  of  and  the  price  paid,  the  agent  is  clear 
with  the  bank.  He  will  then  remit  the  balance  between  the  total  value 
obtained  for  the  cargo  and  the  amount  which  the  Oran  merchant  drew  on 
him,  less  his  commission,  to  the  merchant  in  Oran.  Thus  in  brief  are 
shipping  transactions  carried  through.  The  procedure  with  regard  to 
wood-pulp,  coming,  say,  from  Sweden,  would  be  exactly  the  same. 
Cornwall  is  the  principal  source  of  china-clay.  It  is  quarried  and  treated 
there.  With  the  quarrier  or  his  agent  the  paper-maker  will  treat,  buying 
at  the  market  price,  either  free  delivered  at  his  works,  free  on  rail  at  the 
quarry,  or  free  on  board  at  the  Cornish  port,  and  payment  will  be  made 
according  to  their  course  of  dealing.  Transactions  in  regard  to  chemicals 
will  be  similar. 

The  paper  manufacturer,  having  the  material,  proceeds  to  manufacture 
the  paper.  The  wholesale  merchant  here  intervenes.  It  is  customary  for 
wholesale  manufacturers  to  deal  only  with  wholesale  merchants,  and  the 
printer — in  this  case  he  might  be  looked  upon  as  the  retail  merchant — 
finds  it  to  his  advantage  to  deal  only  with  the  wholesale  paper  merchant. 
The  wholesale  merchant  keeps  stock.  The  printer  may  want  paper  at  once 
and  cannot  wait  till  it  is  made,  or  he  may  not  be  able  to  order  the 
required  quantity  which  the  papermaker  can  only  profitably  make.  Again, 
the  paper  manufacturer  with  his  large  outlay  for  raw  material  and  weekly 
wages  bill  only  gives  short  credit,  while  it  may  be  a  consideration 
for  the  printer  to  have  the  longer  credit  which  the  wholesale  dealer 
usually  gives. 

The  illustration  need  not  be  prolonged  further.  It  will  be  seen  that 
nearly  all  of  those  who  appeared  in  the  classification  have  been  found 
necessary  to  play  a  part,  even  in  the  supply  of  paper  to  the  printer. 

Essentials  of  Business. — According  to  the  kind  or  class  of  business, 
it  may  be  said  that  the  following  essentials  are  required  for  success : — 

1.  Knowledge  of  the  technical  part  of  the  trade  and  its  conditions. 
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2.  Sufficient  capital. 

3.  Suitable  site  for  factories  and  premises. 

4.  Up-to-date  machinery. 

5.  Supply  of  competent  labour. 

6.  Proper  supervision  of  employees. 

7.  Proper  relations  between  employers  and  employees. 

8.  A  correct  system  of  arriving  at  the  cost  of  manufacture. 

9.  Full  and  correct  book-keeping. 

10.  Anticipation  of  public  requirements. 

11.  Eager  and  constant  pushing  of  goods. 

1.  Knowledge  of  the  Technical  Part  of  the  Trade  and  its  Conditions. — 
Technical  knowledge  is  the  foundation  of  all  commercial  success.  It  is 
much  more  important  than  the  distributing  side,  for  if  an  article  is  well 
made  and  meets  a  public  want,  buyers  will  come,  whereas  if  an  article  be 
badly  made,  however  brilliantly  distributed,  the  inferiority  will  soon  be 
discovered  and  no  permanent  success  obtained.  The  truth  of  the  former 
statement  is  seen  in  the  case  of  Manchester  and  Birmingham.  The 
Lancashire  people  can  make  cotton  goods,  and  this  fact  has  drawn  to 
Manchester  foreign  merchants,  who  undertake  the  distributing  to  their 
countries,  and  save  the  manufacturers  much  of  the  trouble  incidental  to 
foreign  trade.  The  factors  drawn  to  Birmingham  by  the  skill  and 
unsurpassed  knowledge  of  its  people  in  the  manufacture  of  metal  goods 
undertake  most  of  the  distribution,  both  for  the  home  and  foreign  trade. 
If  this  country  at  one  time  somewhat  neglected  technical  training  and  the 
application  of  new  scientific  discoveries  to  manufactures,  this  cannot  be 
said  now.  Technical  schools,  with  capable  staffs  of  teachers,  and  full 
equipment  of  laboratories  and  workshops,  are  now  in  every  manufacturing 
centre,  and  the  people  are  taking  full  advantage  of  the  opportunities 
offered.  The  success  of  a  modern  employer  in  a  manufacturing  establish- 
ment is  dependent,  to  a  great  degree,  on  the  depth  and  fulness  of  his 
scientific  knowledge,  and  the  leading  he  is,  therefore,  able  to  give  his  people. 

The  existing  conditions  of  a  trade  must  be  known  to  a  person  desirous 
of  entering  it.  There  are  prejudices,  conventions,  and  usages  which  one 
must  recognise.  If  these  are  not  observed  business  may  be  a  failure,  or 
will  at  all  events  be  much  more  difficult  to  transact.  For  instance,  to  allow 
the  particular  length  of  credit  which  obtains  in  any  particular  trade  will 
make  any  new  business  easier,  than  if  the  credit  were  attempted  to  be 
shortened. 

2.  Sufficient  Capital. — Business,  nowadays,  must  be  on  a  large  scale  to 
be  successful.  It  follows,  therefore,  that  large  capital  must  be  available. 
In  any  of  the  well-known  trades  of  the  country  it  would  be  folly  for  a 
young  man  to  start  with  a  small  capital.  But,  if  too  small  a  working 
capital  is  a  drawback,  too  much  working  capital  has  other  dangers.  It  has 
the  tendency  to  make  the  management  slack. 

3.  Suitable  Site  for  Factories  and  Premises. — For  manufacturing  the 
cheapest  site  is  usually  the  best,  the  qualifying  considerations  being 
proximity  to  the  dwellings  of  the  workers  and  to  transport  facilities.  The 
quicker  and  cheaper  locomotion  in  cities  and  outskirts  now  has  rendered 
the  first  consideration  less  important  than  it  used  to  be.  Business  premises, 
to  which  customers  call,  must  on  the  other  hand  be  so  situated  as  to  be  of 
easy  access  for  them.  The  internal  arrangements  of  factories  and  business 
premises  are  receiving  much  more  attention  now  than  heretofore,  partly 
because  of  the   requirements  of  the   Factory   Acts,   and   partly   because 
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business  men  are  now  aware  that  labour  is  saved  by  properly  arranged 
buildings,  and  more  and  better  work  done  under  proper  hygienic  conditions. 

4.  Up-to-date  Machinery. — Recent  years  have  told  very  severely  upon 
certain  manufacturers  in  consequence  of  the  flood  of  new  kinds  of  labour- 
saving  machinery  on  the  market,  which  they  found  they  were  not  prepared 
to  adopt  in  toto.  It  is  very  easy  for  outsiders  to  say  "scrap  the  old 
machinery."  But  the  old  machinery  may  be  the  main  asset  of  the  firm, 
and  the  firm  may  not  have  enough  surplus  capital  to  purchase  new 
machinery.  In  all  manufacturing  businesses,  therefore,  the  allowance  for 
depreciation  of  machinery  should  be  extremely  liberal.  And  in  this  matter 
the  Income  Tax  Commissioners  might  give  a  more  friendly  lead.  The 
allowance  which  they  grant  is  generally  admitted  to  be  inadequate  in 
these  ever-changing  times. 

The  ideal  for  every  manufacturing  firm  is  to  construct  its  own  machinery. 
Machine-makers  often  receive  their  best  ideas  from  those  who  employ  them, 
but  this  does  not  prevent  them  from  offering  the  improved  machinery  to  all 
and  sundry,  and  so  inducing  further  competition  with  the  firm  who  may 
have  originated  the  improvement. 

5.  Supply  of  competent  labour  ;  and,  6.  Proper  supervision  of  employees 
require  no  elaboration. 

7.  Sensible  Relations  between  Employers  and  Employed. — An  employer  has 
two  classes  of  employees  to  deal  with.  These  are  the  office  employees  and 
the  workpeople,  and  his  aim  should  be  to  obtain  the  full  measure  of  their 
capacity,  and  to  this  end  there  should  be  sensible  relations  with  both.  A 
wrong  view  of  the  respective  interests  is  that  the  employer  should  take  as 
much  as  possible  out  of  his  people,  and  pay  them  as  little  as  possible  ;  or 
conversely,  that  the  employed  should  do  as  little  as  possible  for  the  employer, 
and  take  as  much  out  of  him  as  possible.  The  proper  aim  of  every  employer 
for  his  own  interests  is  to  identify  his  people  with  the  success  of  his 
business.  To  do  this  with  the  office  or  warehouse  staff  is  easier  than  with 
the  workpeople,  and  yet  with  each  one  of  the  former  it  is  almost  impossible 
to  gauge  the  amount  of  profitable  work  done.  In  a  departmentalised 
business  the  amount  of  profit  earned  by  each  department  can  be  determined, 
and  the  head  of  that  department  remunerated  accordingly.  If  a  proper 
record  of  each  traveller's  sales  be  kept,  there  exist  the  data  for  his  remunera- 
tion, and,  similarly,  under  approved  retail  warehouse  or  store  methods  the 
sales  of  each  salesman  or  saleswoman  can  be  obtained  and  the  bonus 
apportioned.  Beyond  this  it  is  impossible  to  go  in  this  direction.  With 
regard  to  the  workpeople,  the  two  principal  schemes  which  are  in  vogue  are 
piece-work  and  profit-sharing.  Both  cannot  be  universally  adopted.  Only 
certain  classes  of  work  can  be  done  by  the  "  piece,"  and  even  then  greater 
supervision  of  the  work  is  required,  because  of  the  natural  tendency  of  the 
workman,  in  such  conditions,  to  produce  quantity  at  the  expense  of  quality, 
Profit-sharing  has  not  produced  the  success  which  its  exponents  hoped. 
Workpeople  will  share  profits,  but  they  will  not  share  losses.  If  a  workman's 
regular  wage  is  35s.  per  week,  and  say  his  wages  in  a  successful  year,  by  shar- 
ing profits,  is  37s.  6d.,  he  will  live,  to  do  justice  to  his  wife  and  family,  at  the 
rate  of  37s.  6d.  If  the  next  year  is  not  so  successful,  and  his  wage  is  reduced 
to  the  regular  35s.,  he  has  to  alter  his  mode  of  living,  and  he  becomes 
dissatisfied.  He  may  say,  "  I  have  worked  harder  this  year,  why  should  I 
not  have  as  much  as  I  received  last  year  ?  The  management  must  not  be 
doing  their  part  properly.  They  must  not  be  enterprising  enough,  or  they 
must  be  selling  too  cheaply."  He  loses  confidence  in  the  management  and 
trouble  ensues.     What  seems  to  satisfy  the  ordinary  workman  best  is  a  fair 
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wage,  regular  employment,  and  some  provision  for  sickness  and  old  age. 
As  few  employers  provide  for  the  last  two  advantages  men  naturally  join  the 
trade  unions,  which  provide  for  .their  members  when  out  of  employment  or 
disabled  by  sickness. 

8.  A  System  of  arriving  at  the  Cost  of  Manufacture. — It  cannot  be  said 
that  each  trade  has  a  definite  and  generally  adopted  system  of  arriving  at 
costs.  Much  more  attention  should  be  paid  to  this  requirement  than  at 
present.  As  methods  of  manufacture  are  always  changing,  so  should  the 
form  of  cost  sheets  be  constantly  revised — omissions  are  the  dangers,  and 
cost  sheets  should,  therefore,  have  printed  on  them  every  conceivable  item 
of  outlay,  so  that  none  may  be  neglected. 

9.  Full  and  correct  Book-keeping. — Every  business,  be  it  great  or  small 
should  have  its  book-keeping  arranged  by  an  accountant,  and  the  books 
periodically  audited  by  him.  Every  business  man  knows  that  most  of  the 
small  bankruptcies,  and  they  are  the  most  numerous,  are  caused  through 
incomplete  book-keeping.  The  feeling  is  growing  in  the  mercantile 
community  of  Great  Britain,  that  every  trader  should,  as  in  France  and 
Germany,  be  compelled  under  penalty  to  keep  proper  books  of  account  in 
his  business. 

10.  Anticipations  of  public  requirements;  and  11.  Eager  and  constant 
pushing  of  goods  require  no  comment. 

Tendency  of  Modern  Business. — To  abate  the  excessive  competition 
which  exists  in  trade  is  the  desire  of  all  business  men.  It  is  questionable 
whether  the  cutting  of  prices  which  goes  on  is,  in  the  end,  an  advantage  to 
the  consumer.  Nearly  all  the  other  professions  have  settled  the  question 
themselves,  but,  except  in  isolated  cases,  underselling  goes  on  uninterruptedly 
in  commerce.  Banking  and  insurance  have  practically  arranged  common 
prices  and  terms,  and  by  the  consequent  stability  which  these  institutions 
have  gained  it  is  almost  certain  that  the  public  is  the  gainer.  The 
combines  or  trusts,  which  have  now  a  fixed  existence  in  the  United  States, 
and  which  are  springing  up,  though  somewhat  desultorily,  in  Great  Britain, 
are  evidences  of  a  revolt  from  the  old  regime  of  unlimited  competition, 
which  gives  little  return  for  the  labour  expended,  and  causes  an  enormous 
strain  on  the  business  man.  As  it  is  true  that  trusts  have,  in  certain 
cases,  reduced  the  price  of  articles  to  the  consumer,  the  same  result  may 
come  in  all  cases.  It  is  extremely  probable  that  after  the  way  has  been 
cleared,  through  the  gaining  of  experience  and  the  correction  of  the  errors, 
trusts  and  combines  will  increase  and  multiply  in  the  near  future, 
beginning  with  those  firms  engaged  in  the  original  sources  of  supply,  such 
as  coal,  and  gradually  working  down  to  those  trades  of  a  more  complicated 
nature.  If  this  be  the  case,  it  means  that  much  unprofitable  labour,  required 
by  competition,  will  be  done  away  with,  that  the  workpeople  will  be  better 
paid,  that  the  irritation  bred  from  excessive  competition,  and  which  shows 
itself  in  labour  disputes,  will  be  allayed,  that  manufacturers  will  devote  the 
time  presently  required  to  outdo  and  repel  the  rival  manufacturers  to 
improving  the  methods  of  manufacture,  and  thus  cheapening  production, 
making  it  within  the  range  of  possibility  that  the  article,  to  the  consumer, 
will  in  time  rather  be  reduced  than  advanced  in  price.  In  some  quarters  it 
seems  assumed  that  the  only  propelling  motive  a  business  man  has  is  to 
undersell  his  neighbour.  Be  this  as  it  may,  establishments — whether  manu- 
facturing, wholesale  or  retail — must  be  larger  to-day  to  succeed ;  for  the 
smaller  ones  are  being  elbowed  out,  and  few  businesses  are  now  being  started 
on  a  small  scale.  With  improved  communication  in  town  and  country,  the 
large  retail  store  in  the  large  town  is  becoming  more  important,  to  the 
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detriment  of  the  small  shopkeeper,  and  manufacturers  are  extending  their 
manufactures  beyond  the  old  limits  of  what  was  understood  to  be  their  trade. 
The  trend  of  commercial  opinion  seems  to  be  in  favour  of  a  reversal  of 
the  interests  of  the  producer  and  consumer.  Instead  of  making  the 
consumer's  interest  predominate,  as  it  has  hitherto  done,  by  the  action  of 
business  people  themselves,  and  by  Great  Britain's  fiscal  policy,  there  are 
now  other  forces  at  work  which  seem  destined  to  succeed,  and  which  will 
give  the  producer  the  prior  consideration.  Duncan  Cameron. 

Commerce  as  assisted  by  Book-keeping.— Com- 
merce as  now  generally  understood  includes  home  or  domestic  as  well  as 
foreign  and  colonial  trade,  and  chambers  of  commerce  in  the  United 
Kingdom  deal  with  all  matters  relating  to  trade,  whether  internal  or 
external.  In  discussing  commerce  as  assisted  by  book-keeping,  it  will  be 
convenient  to  treat  the  matter  from  this  standpoint. 

Book-keeping  has  been  aptly  described  by  a  writer  as  the  handmaid 
of  commerce.  Book-keeping,  like  commerce,  took  its  rise  from  the  shores 
of  the  Adriatic,  and  hence  the  description  of  "  book-keeping  according  to 
the  Italian  system  "  which  is  applied  to  the  science  by  all  early  authors  on 
the  subject. 

Book-keeping  as  a  science  is  exhaustively  dealt  with  in  other  articles. 
In  considering,  therefore,  how  far  commerce  is  assisted  by  book-keeping,  it 
is  only  necessary  to  deal  with  the  matter  on  general  lines.  The  main 
objects  of  book-keeping  may  be  stated  as  follows : — (1)  to  obtain  a  personal 
knowledge  of  the  financial  position  of  one's  own  affairs  and  business ;  and 
(2)  to  be  able  to  impart  that  knowledge  to  others  who  may  have  either  a 
public  or  specific  interest  in  the  undertaking  carried  on. 

The  duty  of  the  state  is  to  protect  those  engaged  in  commerce  living 
under  its  jurisdiction,  and  the  duty  of  the  trader  is  to  conduct  his  affairs 
with  honesty  and  prudence  and  to  contribute  by  means  of  taxation  to  the 
maintenance  of  law  and  order,  without  which  commerce  cannot  flourish. 
To  enable  the  trader  to  fulfil  his  obligations  to  the  state,  he  must  keep 
proper  books  of  account  which  will  sufficiently  disclose  his  financial 
position.  In  the  absence  of  such  books  of  account  the  trader  is  neither 
able  to  justify  nor  maintain  his  credit,  and  he  is  not  in  a  position  to  meet 
those  demands  of  the  state  which,  as  a  good  citizen,  he  is  bound  to  comply 
with.  The  laws  of  most  countries  enforce  in  some  measure  the  obligations 
of  those  engaged  in  commerce  to  keep  proper  books  of  account,  and  a 
country's  credit  must  suffer  where  the  citizens  do  not  maintain  a 
scrupulous  and  conscientious  observance  of  the  duty  of  recording  trading 
transactions.  Taken  as  a  whole  British  commerce  is  conducted  on  lines  of 
probity,  and  is  assisted  by  honestly  kept  books  of  account,  but,  unfortunately, 
there  is  a  residuum  of  traders  who  must  be  coerced  into  the  practice  of 
commercial  ethics.  The  Associated  Chambers  of  Commerce  have  made 
repeated  representations  to  the  Board  of  Trade  as  to  the  large  number  of 
bankrupt  traders  who  are  unable  to  produce  proper  books  of  account  when 
their  affairs  are  under  investigation.  The  Bankruptcy  (England)  Act  1890 
enacts  that  the  Court  may  refuse  or  suspend  a  bankrupt's  discharge  if  he  has 
omitted  to  keep  such  books  of  account  as  are  usual  and  proper  in  the 
business  carried  on  by  him,  and  as  are  sufficient  to  disclose  his  business 
transactions  and  financial  position  within  the  three  years  immediately 
preceding  his  bankruptcy.  In  spite  of  this  provision  the  inspector-general 
in  bankruptcy,  in  a  recent  report,  states  that  the  official  receiver  reported 
the  absence  of  proper  books  of  account  in  about  70  per  cent  of  the 
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cases  where  the  bankrupt  applied  for  discharge.  This  is  a  very  serious 
blot  on  English  commerce,  and  one  that  an  endeavour  should  be  made  to 
remove  without  delay.  The  law  of  Scotland  is  more  drastic,  and  if  the 
English  law  were  assimilated  to  it  a  beneficial  result  would  no  doubt 
follow.  The  Debtors  (Scotland)  Act  1880,  enacts  that  the  debtor  in  a 
process  of  sequestration  or  cessio  shall  be  deemed  guilty  of  a  crime  or 
offence,  and  on  conviction  before  the  Court  of  Justiciary,  or  before  the 
sheriff  and  a  jury,  shall  be  liable  to  be  imprisoned  for  any  time  not  ex- 
ceeding two  years,  or  by  the  sheriff  without  a  jury  for  any  time  not 
exceeding  sixty  days,  with  or  without  hard  labour,  if,  being  indebted 
to  an  amount  exceeding  £200  at  the  date  of  the  presentation  of  the 
petition  for  sequestration  or  cessio,  as  the  case  may  be,  he  has  not,  for 
three  years  next  before  such  date,  kept  such  books  or  accounts  as,  according 
to  the  usual  course  of  any  trade  or  business  in  which  he  may  have  been 
engaged,  are  necessary  to  exhibit  or  explain  his  transactions, — a  somewhat 
different  penalty  from  the  nominal  suspension  of  a  bankrupt's  discharge 
which  the  English  Courts  often  deem  sufficient  punishment  for  the  same 
class  of  offence.  The  British  Colonies,  too,  are  not  disposed  to  allow  the 
laxity  which  goes  unpunished  in  England,  e.g.  by  Act  No.  38  of  1894,  the 
Legislature  of  Cape  Colony  has  enacted : — Every  insolvent  whose  estate 
shall  be  surrendered  or  sequestrated  after  the  passing  of  this  Act,  and  who 
shall  not  have  kept,  or  caused  to  be  kept,  such  reasonable  and  proper  books 
or  accounts  containing  all  such  entries  concerning  and  exhibiting  the 
nature  of  his  dealings  and  transactions  as  (regard  being  had  to  his 
particular  trade  or  calling)  might  reasonably  be  expected  or  required,  shall 
be  deemed  to  be  guilty  of  the  crime  of  culpable  insolvency,  and  shall  be 
liable  to  the  punishment  by  sect.  71  (a)  of  the  said  ordinance  provided. 
The  punishment  prescribed  by  sect.  71  referred  to  is  as  follows : — Any 
insolvent  who  shall  not  have  kept,  or  caused  to  be  kept,  such  reasonable 
and  proper  books  or  accounts  containing  all  such  entries  belonging  to  and 
exhibiting  the  nature  of  his  dealings  and  transactions,  as  (regard  being  had 
to  his  particular  trade  or  calling)  might  reasonably  be  expected  and 
required  shall,  upon  conviction,  be  imprisoned  with  or  without  hard  labour 
for  any  period  not  exceeding  six  months. 

It  is  clear  that  important  parts  of  the  British  Empire  regard  the  non- 
keeping  of  books  of  account  by  persons  engaged  in  trade  as  a  disgraceful 
offence,  and  for  their  own  sakes  as  well  as  for  the  honour  and  reputation  of 
British  commerce,  all  who  carry  on  business  under  the  protection  of  the 
British  flag  should  be  compelled  to  keep  such  books  of  account  as  would 
properly  disclose  their  business  transactions.  James  Martin. 

Commercial  Court  is  the  Court  presided  over  by  the  judge 
of  the  King's  Bench  Division  who  is  in  charge  for  the  time  being  of  the 
commercial  list,  and  before  this  Court  commercial  causes  are  brought. 
"  Commercial  causes  "  include  causes  arising  out  of  the  ordinary  transactions 
of  merchants  and  traders  ;  amongst  others,  those  relating  to  the  construction 
of  mercantile  documents,  export  or  import  of  merchandise,  affreightment, 
insurance,  banking  and  mercantile  agency,  and  mercantile  usages.  It  is  for 
the  judge  in  charge  of  the  commercial  list  to  say  whether  a  case  comes 
within  the  above  description. 

Commission  is  the  charge  made  by  an  agent  or  broker  for  buying 
or  selling  goods,  or  the  remuneration  paid  to  an  agent  in  connection  with 
the  receipt  or  payment  by  him  of  cash  for  a  principal. 
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The  usual  commissions  charged  in  this  country  on  the  Stock  Exchange 
are  as  follows  : — 


British  Funds  ..... 

Indian  Government  Securities  . 

Bank  of  England  Stock  ) 

Bank  of  Ireland  Stock    J 

British  Corporation  Stocks 

Colonial  Government  Stocks  ) 

Foreign  and  Colonial  Corporation  Stocks  J 

Foreign  Government  Securities 

British  Railway  Stocks 

American  Railroad  Bonds 

Foreign  Railroad  Bonds    . 

Foreign  Railroad  Registered  Securities 

Miscellaneous  Registered  Securities    . 


Per  Cent. 
2s.  6d.  on  nominal  value. 
2s.  6d.  „  „ 

5s.  on  actual  price. 

5s.  on  nominal  value. 

5s.  „  „ 

2s.  6d.  to  5s.  „ 

10s.  on  actual  price. 

5s.  on  nominal  value. 

5s. 

10s.  on  actual  price. 

10s. 


Shares 


Under  £1  in  value     . 

£1  and  under  £2  in  value 


£2 

11 

£5 

£5 

11 

£10 

£10 

11 

£15 

£15 

11 

£20 

£20 

11 

£25 

3d.  per  share. 

6d. 

9d.  to  Is. 
Is.  3d. 
Is.  6d. 
2s. 

2s.  6d. 
£25  and  over,  10s.  per  cent  on  actual  price — 

Minimum  commission,  2s.  6d.  to  5s. 

Commission  Ag"Cnt. — The  person  entrusted  by  a  principal 
with  the  sale  or  purchase  of  goods  on  the  footing  of  receiving  a  com- 
mission by  way  of  remuneration.  Commission  agents  sometimes  buy  or 
sell  in  their  own  name,  and  therefore  deal  as  principals  with  the  buyers 
or  sellers,  and  as  regards  their  principals  they  are  then  not  bound  by  the 
ordinary  rules  of  the  law  of  agency.     (See  "  Agency.") 


Commissioners  in  a  Sequestration  (Scotland). 

— At  the  meeting  for  the  election  of  a  trustee  in  a  sequestration,  the 
creditors,  after  electing  a  trustee,  elect  three  persons  who  must  be  creditors 
or  mandatories  of  creditors,  and  these  persons  are  called  Commissioners. 
The  Sheriff  confirms  their  appointment  by  a  writing  in  the  Sederunt 
Book. 

The  duties  of  the  Commissioners  are  regulated  by  the  Bankruptcy 
(Scotland)  Act  1856  and  amending  statutes,  and  are  as  follows : — 

1.  Superintend  the  proceedings  of  the  trustee. 

2.  Concur  with  trustee  in  submissions  and  transactions. 

3.  Advise  and  assist  trustee  relative  to  the  management  of  the  estate. 

4.  Decide  as  to  paying  and  postponing  a  dividend. 

5.  Audit  the  trustee's  accounts  and  ascertain  the  balance  due  to  or  by 
him,  and  fix  his  remuneration. 

The  Commissioners  may  meet  at  any  time  to  ascertain  the  position  of 
the  estate,  and  any  one  of  them  may  make  a  report  to  a  meeting  of 
creditors. 

Commissioners  may  resign  at  any  time,  and  the  office  is  gratuitous. 
(See  "  Bankruptcy  (Scotland).") 
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Committee    of    Inspection    (Bankruptcy).  — The 

committee  of  inspection  in  connection  with  a  bankrupt's  estate  consists  of 
not  less  than  three  and  not  more  than  five  persons  selected  from  among 
the  creditors  at  the  first  or  at  any  subsequent  meeting  of  creditors.  The 
object  of  appointing  such  a  committee  is  that  they  may  superintend  the 
administration  by  the  trustee  of  the  bankrupt's  property.  The  trustee 
cannot  exercise  certain  powers  without  the  sanction  of  the  committee  of 
inspection,  and  there  are  certain  other  proceedings  in  which  the  committee 
can  take  the  initiative.  The  appointment  of  a  committee  of  inspection  is 
not  compulsory,  but  the  Bankruptcy  Act  1883  provides  that,  in  the  absence 
of  such  a  committee,  the  Board  of  Trade  is  to  exercise  its  functions.  In 
Scotland  the  duties  of  the  commissioners  in  a  sequestration  are  similar  to 
a  large  extent  to  those  of  a  committee  of  inspection  in  England.  (See 
"  Bankruptcy  (England).") 

Committee  of  Inspection  (Joint  Stock  Com- 
panies).— In  cases  where  a  joint  stock  company  is  not  proving  success- 
ful two  or  more  of  the  shareholders  are  frequently  appointed  as  a  committee 
of  investigation  to  look  into  the  affairs  of  the  company,  and  to  advise  the 
shareholders  as  to  what  course  they  should  pursue.  The  committee  is 
usually  appointed  with  power  to  employ  accountants  to  investigate  the 
books  and  accounts  of  the  company  where  that  is  deemed  necessary  or 
advisable,  and  it  very  often  falls  to  an  accountant  to  prepare  the  report  of 
the  committee.  Such  investigations  usually  take  place  when  the  company 
is  not  successful,  and  are  usually  for  the  purpose  of  going  into  the  question 
of  the  formation  of  the  company,  with  the  view  of  seeing  if  the  agreements 
with  the  vendors  and  promoters  of  the  company  were  just  agreements  and 
have  -  been  properly  carried  out.  Investigation  is  often  rendered  necessary 
through  a  company  proposing  to  embark  on  some  undertaking  which  the 
shareholders  do  not  consider  is  within  the  province  of  the  directors.  The 
report  of  such  a  committee  is  usually  considered  at  a  meeting  of  the  share- 
holders specially  called  for  the  purpose. 

In  company  liquidations  a  committee  of  inspection  is  sometimes 
appointed.  The  committee  assist  the  liquidator  and  supervise  his  proceed- 
ings in  such  matters  as  carrying  on  the  business  of  the  company  and 
defending  or  bringing  actions.     (See  "  Companies,  Winding  up.") 

-  Common  Agent. — The  only  use  in  practice  now  of  this  term  is 
in  reference  to  the  procedure  following  on  the  augmentation  of  the  stipend 
of  a  minister  of  a  parish  granted  by  the  Court  of  Teinds  in  Scotland. 
Owing  to  the  highly  technical  nature  of  the  law  of  teinds  the  liability  to 
meet  such  an  augmentation  does  not  necessarily  fall  pari  passu  on  all 
heritors  whose  teinds  are  not  exhausted.  There  are  various  orders  of 
liability,  and  the  function  of  a  common  agent  is  to  adjust  the  liability 
amongst  the  heritors  until  a  final  locality  of  the  augmented  stipend  is 
decreed,  by  which  the  order  and  the  amount  of  the  several  payments  are 
permanently  adjusted.  The  Lord  Ordinary  on  Teinds  ordains  the  heritors 
to  meet  and  choose  a  common  a"gent,  who  must  not  be  the  private  agent  of 
the  minister  or  of  any  heritor.  If,  as  sometimes  happens,  there  is  only  one 
heritor  in  a  parish,  or  if  there  are  so  few  that  they  can  agree  amongst  them- 
selves, there  is  no  need  for  a  common  agent,  and  the-  Lord  Ordinary  is 
moved  to  dispense  with  the  appointment  of  a  common  agent.  Any  heritor, 
the  teind  of  whose  lands  is  exhausted  and  surrendered,  that  is,  conveyed  to 
the  minister,  has  no  concern  in  a  new  locality,  and  is  therefore  not  liable  in 
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any  part  of  the  expenses  of  the  common  agent.  When  a  parish  contains  a 
large  number  of  heritors,  some,  it  may  be,  possessing  a  very  small  interest, 
the  common  agency  is  apt  to  become  a  very  tedious  and  expensive  process. 

W.  J.  N.  Liddall. 

Common  Good. — In  Scotland  the  phrase  "  Common  Good"  is 
applied  to  property  and  assets  belonging  to  a  municipal  corporation. 
Certain  of  the  burghs  of  Scotland  have  a  common  good  consisting  of  town 
lands  or  minerals  which  have  become  very  valuable  within  recent  years. 
Such  property  is  administered  by  the  magistrates,  and  it  enables  them  to 
defray  a  number  of  expenses  and  charges  which  they  could  not  pay  legally 
or  conveniently  out  of  the  rates.  In  municipal  accounts  a  cash  abstract,  a 
revenue  account,  and  a  balance-sheet  of  the  common  good  should  always 
be  given. 

In  Scotland  the  two  divisions  of  law  into  Common  Law  and  Statute 
Law  comprise  the  whole  body  of  law  administered  by  the  courts  of  the 
country.  Common  Law  is  thus  in  Scotland  all  law  enforced  by  the  con- 
tinuous decisions  of  judges,  but  not  formally  declared  to  be  the  law  of 
the  country  by  any  Act  of  Parliament.  W.  J.  K  Liddall. 

Common  Law. — In  England  Common  Law  is  similarly  opposed 
to  Statute  Law,  but  these  divisions  are  not  exhaustive.  There  is  a  third 
division  strongly  contrasted  with  Common  Law,  namely,  the  doctrines  of 
Equity  as  evolved  in  and  administered  formerly  by  the  Court  of  Chancery, 
now  the  Chancery  Division  of  the  High  Court  of  Justice.  Thus  it  will  be 
seen  that  in  Scotland  the  term  Common  Law  is  coextensive  not  only  with 
the  term  in  England,  but  also  with  Equity. 

Com  m  U  tat  ion . — To  "  commute  "  is,  originally,  to  change  or  alter, 
then,  to  give  one  thing  in  exchange  for  another,  to  substitute  one  of  two 
things  for  the  other ;  more  especially,  to  buy  off  or  ransom  one  obligation 
by  another,  to  redeem  or  get  off  an  obligation  by  a  money  payment ;  more 
especially,  again,  to  substitute  a  single  payment  for  a  number  of  payments, 
a  fixed  payment  for  an  irregular  or  uncertain  one,  or  a  payment  in  money 
for  one  in  kind  (as  e.g.  a  tithe). 

Commuted  Commission. — In  insurance  business  the  remuneration  of  an 
officially  appointed  agent  usually  takes  the  form  of  a  percentage  commis- 
sion on  the  annual  premium.  The  rate  varies  in  different  offices ;  for  the 
ordinary  classes  of  assurance  it  may  be  10  per  cent  or  more  of  the  first 
premium  (as  a  special  remuneration  for  the  trouble  of  procuring  the  busi- 
ness), and  5  per  cent  on  subsequent  or  "  renewal "  premiums.  An  alterna- 
tive, however,  is  a  commuted  commission  of  1  per  cent  or  upwards  of  the 
sum  assured,  and  this  is  the  system  usually  adopted  in  the  case  of  business 
transacted  through  third  parties  not  acting  as  the  accredited  agents  of  the 
company.  The  advantage  to  the  agent  of  the  renewal  commission  system 
is  that  by  securing  a  steady  amount  of  new  business  he  may  soon  build  up 
for  himself  a  substantial  income,  terminating  only  with  the  lapse  of  the 
assurances  or  their  emergence  as  claims,  or  with  his  engagement  with  the 
company,  while  the  advantage  to  the  latter  consists  in  the  agent  having  a 
special  inducement  to  obtain  business  of  a  permanent  character, -and  to 
conserve  it  year  by  year.  On  the  other  hand,  the  payment  of  commuted 
commission,  while  increasing  the  cost  of  the  company's  new  business,  frees 
the  renewal  premiums  of  any  deduction  in  that  respect,  and  so  enhances 
their  value  as  an  asset  of  the  company. 

Commutation  of  Premiums. — In  the  early  days  of  life  assurance  premiums 
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were  for  the  most  part  payable  annually  during  life.  Now,  however,  it  is 
open  to  the  assured  to  pay  a  higher  premium  ceasing  after  a  specified 
number  of  payments,  or  by  means  of  a  single  payment  to  terminate  from 
the  outset  his  pecuniary  liability  under  the  contract.  In  this  case  the 
equivalent  of  the  whole  life  premium  may  be  ascertained  from  the  com- 
pany's prospectus.  It  is  open  to  the  assured,  however,  at  any  time  to 
commute  his  whole  life  premium,  and  the  terms  on  which  this  may  be  done 
are  readily  ascertained  by  inquiry.  In  the  case  where  the  assured  wishes 
to  commute  his  future  life  premiums  by  a  single  payment,  he  not  in- 
frequently tries  to  work  out  the  calculation  for  himself,  by  estimating  the 
difference  between  the  amount  of  annual  premiums  already  paid  and  the 
single  premium  which  would  have  been  required  at  the  outset  according  to 
the  company's  prospectus.  That  this  is  an  underestimate  it  is  not  difficult 
to  show.  In  the  first  place,  the  company  is  entitled  to  at  least  the  interest 
it  would  have  earned  on  the  single  payment  had  it  been  received  and 
invested.  But  this  is  not  all.  The  fallacy  mainly  lies  in  the  supposition 
that  the  value  of  a  life  annuity  diminishes  by  one  year's  purchase  from 
year  to  year  of  age.  But  if  this  were  so,  the  value  of  any  life  annuity 
would  diminish  to  zero  in  a  definite  number  of  years — in  most  cases  long 
before  the  limiting  age  of  the  mortality  table  has  been  reached,  which  is, 
of  course,  impossible.  Thus,  by  the  British  Offices  Life  Table,  at  3  per  cent 
the  value  of  an  annuity  of  1  at  age  30  is  20*264,  or  a  little  over  20J  years' 
purchase.  But  20  years  afterwards  the  same  annuity  is  still  worth  over 
14  years'  purchase ;  in  other  words,  the  liability  has  diminished  by  only 
6  years'  purchase  in  20  years.  The  terms  in  each  case  are  a  matter  of 
actuarial  calculation  by  means  of  tables  now  to  be  described. 

Commutation  Tables. — These  are  of  great  use  in  facilitating  assurance 
and  annuity  calculations.  In  the  latter  connection  a  reference  to  them 
will  be  found  in  the  article  "  Annuities."  As  is  there  shown,  the  funda- 
mental expression  for  the  value  of  an  annuity  of  1  on  a  life  aged  x  is 

vlx+x  +  vHx+2  +  v%+3  +  ,  etc.  _  n 
j az                 •          •        KLJ- 

Similarly  we  have  for  an  annuity  on  a  life  aged  x  +  1 — 
vlx+2  +  v2lx+3  +  v%+4  +  ,  etc. 


''X  +  l 


=  ax+i       .         .         .       (2). 


It  will  be  seen  that  the  "  numbers  living  "  (lx)  and  the  powers  of  v  (the 
function  of  discount)  have  to  be  differently  combined  if  only  the  number 
living  at  the  age  the  annuity  is  entered  on  is  used  as  the  denominator. 
But  the  expression  for  ax+1  would  remain  unaltered  in  value  if  for  the 
numerator  we  substituted  that  of  expression  (1),  excluding  the  first  term, 
and  for  the  denominator  we  used  that  first  term  vlx+l.     Thus 


v%+2  +  v%+3  +  v%+4  +  ,  etc.  _  ri 

7  — 


for  this  is  reducible  to  the  2nd  expression  by  simply  dividing  numerator 
and  denominator  by  v.  All  that  is  required,  therefore,  in  order  to  obviate 
a  separate  calculation  for  each  age  at  purchase  is  such  a  combination  of 
the  function  of  discount  with  the  number  living  that  the  expression  for 
the  annuity  value  when  reduced  to  its  lowest  terms  will  be  of  the  form  (1) 
or  (2).     This  is  most  simply  secured  by  combining  the  number  living  at 
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each  age  with  a  power  of  v  corresponding  to  the  age.     We  shall  then  have, 
instead  of  expression  (1) : — 


iP+H. 


X  +  l 


x+2  +  vx+Hx+3 


+  ,  etc. 


or,  in  the  accepted  symbols, 


v% 


J)x+i  +  Dx+2  +  D^.,  +  ,  etc. 


D 


or,  more  simply 


X 

x+\ 


D* 


where  Px+1  is  the  sum  of  the  D  numbers  from  age  x  +  1  onwards.  (JY.B. — 
The  warning  given  in  the  article  "  Annuities  "  as  to  the  different  significa- 
tions of  Nx  in  different  tables  should  be  attended  to.  When  used  in  the 
"  initial  form,"  as  above,  it  is  now  generally  denoted  by  a  large  open  M.) 

With  these  explanations  the  commutation  columns  principally  in  use 
may  now  be  exhibited.  The  following  is  a  section  of  the  British  Offices 
Life  Tables  (1902)  at  3  per  cent :— 


Nos.  Dying 


Nos.  Living    between  Age 


ge    iNc 

r).      at  Age  =  7*.       x  and  x+l 


30 

91942 

31 

91395 

32 

90828 

33 

90239 

34 

89628 

35 

88995 

547 
567 
589 
611 
633 
657 


Dx  =  v*lx. 

M„. 

8» 

v*+Mlx. 

M*. 

R*. 

37879 

805450 

1322i741 

218-79 

14419-33 

420350-71 

36557 

767571 

12416291 

220-19 

14200-54 

405931-38 

35272 

731014 

11648720 

222-07 

13980-35 

391730-84 

34023 

695742 

10917706 

223-65 

13758-28 

377750-49 

32808 

661719 

10221964 

224-96 

13534-63 

363992-21 

31627 

628911 

9560245 

226-69 

13309-67 

350457-58 

Wiz. — This  column  is  formed,  as  already  explained,  by  summing  the 
numbers  in  the  D  column  continuously  from  the  end  of  the  table  upwards, 
including  the  D  on  the  same  line.     Thus  S^30  =  D30  +  D31  +  D32  +  ,  etc. 

ia;. — This  column  is  formed  by  similarly  adding  the  U  numbers  continu- 
ously.     Thus  Ion  =  'i^lon  +  i^loi  +  ,  etc.  =  Don  +  2D01  +  3DQO  +  ,  etc.      Thus 


:30 


'80 


'31 


P31 

D. 


:;u 


gives  the  value  of  an  increasing  annuity,  the  successive  annual  instalments 

of  which  are  1,  2,  3,  etc.,  the  first  instalment  a  year  hence. 

The  columns  C,  M,  and  E  correspond  in  formation  to  the  D,  N,  and  S 

columns,  and  are  for  finding  the  values  of  assurances  payable  at  death. 

C         vx+1d 
Thus  T  x  or      —~  is  the  value  of,  or  single  payment  for  1,  receivable  should 
±JX  v  lx 

x  die  within  a  year.     Accordingly  the  single  payment  for  an  assurance  pay- 
able at  the  end  of  the  year  in  which  x  may  die  is  given  by  the  expression — 


Ca;  +  Cs+i  +  Qr+2  + 


etc.     M3. 

~  IT  "     x 
±jx 


And  for  an  increasing  assurance,  that  is,  1  payable  in  event  of  death  in  the 
first  year,  2  in  event  of  death  in  the  second  year,  and  so  on,  the  expression 
is 


lx+\ 


■X  +  2 


=  (IA)a 


D*  Vx 

For  further  explanations  of  these  latter  columns  and  illustrations  of  their 
use  in  the  calculation  of  varying  benefits  and  of  benefits  with  return  of 
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premium,  see  Text-Book  of  the  Institute  of  Actuaries,  Part  ii. 

J.  E.  Armstrong. 
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1.  Genesis  of  the  Company.  —  Company  was  originally,  as  the  word 
implies  (companies:  cum panis),  an  association  of  persons  who  took  their 
meals  together.  Guild  had  a  similar  signification.  But  this  social 
characteristic  of  the  company  no  longer  survives,  or  survives  only  in  the 
companies  known  as  the  liveries  of  the  City  of  London.  The  word  soon 
became  generalised  to  describe  any  association  of  persons  united  for  some 
common  object.  Then  differentiation  set  in,  and  company — acquiring,  like 
its  allied  words,  club,  union,  guild,  society,  partnership,  an  increased 
definiteness  of  meaning — came  to  signify  an  association  of  persons  united 
for  some  trading  enterprise.  The  term  is  now  almost  monopolised  by  the 
joint  stock  trading  company.  The  earliest  kind  of  joint  stock  company  is 
the  chartered.  The  grant  of  a  charter  is  one  of  the  exclusive  privileges 
of  the  Crown,  and  the  Crown  has  from  time  to  time  exercised  it  in 
furtherance  of  trading  enterprises.  Examples  of  such  grants  are  the 
Merchant  Adventurers  of  England,  chartered  by  Eichard  II.  (1390);  the 
East  India  Company,  chartered  by  Queen  Elizabeth  (1600) ;  the  Bank  of 
England,  chartered  by  William  and  Mary  (1694);  the  Hudson  Bay 
Company,  the  Eoyal  Africa  Company,  and,  in  later  times,  the  New 
Zealand  Company,  the  North  Borneo  Company,  and  the  Eoyal  Niger 
Company.  A  royal  charter  had,  however,  several  disadvantages.  It  was 
not  always  obtainable ;  it  was  costly ;  the  members  of  a  chartered 
company  could  not  be  made  personally  liable  for  the  debts  of  the  company ; 
and  once  created,  though  only  for  defined  objects,  the  company  was 
invested  with  entire  independence,  unrestricted  even  by  the  conditions 
imposed  in  the  grant.  These  peculiarities  unfitted  it  for  ordinary  schemes 
of  commercial  enterprise,  and  business  men  cast  about  for  a  new  and  more 
convenient  form  of  mercantile  association.  They  found  it  in  what  is 
called  the  "common  law  company" — the  lineal  ancestor  of  the  modern 
trading  company.  The  common  law  company  Is  not  an  incorporated 
association :  it  is  simply  a  large  partnership  with  transferable  shares. 
Companies  of  this  kind  multiplied  rapidly  towards  the  close  of  the 
seventeenth  century,  but  they  were  regarded  by  the  law  with  suspicion 
and  dislike,  for  reasons  not  very  intelligible  to  modern  notions,  because 
they  purported  to  act  as  corporate  bodies,  raised  corporate  stock,  used 
charters  for  purposes  not  warranted  by  the  grant,  and  were  supposed  to  be 
generally  dangerous  and  mischievous,  and  tending  to  the  grievance  of  the 
subjects  of  the  realm.  The  result  was  that  by  the  Act  (6  Geo.  I.  c.  18) 
commonly  known  as  the  Bubble  Act,  such  companies  were  declared  to  be 
common  nuisances  and  indictable  as  such.  But  this  Act  proved  in- 
effectual to  check  the  growth  of  joint  stock  enterprise — it  was  formally 
repealed  in  1825 — and  the  Legislature,  finding  that  such  companies  had  to 
be  tolerated,  adopted  the  wiser  course  of  regulating  what  it  could  not 
repress.  The  principal  mischief  of  these  common  law  trading  companies 
arose  out  of  their  being  unincorporated.  They  were  large  fluctuating 
bodies  of  individuals,  and  a  person  dealing  with  them  did  not  know  with 
whom  he  was  contracting  or  whom  to  sue.  This  evil  the  Legislature  sought 
to  rectify  by  empowering  the  Crown  to  grant  to  companies  by  letters 
patent,  without  incorporation,  the  privilege  of  suing,  and  being  sued  by  a 
public  officer.  Ten  years  after,  in  1844,  a  more  important  line  of  policy 
was  adopted,  and  all  companies,  with  some  exceptions,  were  enabled  to 
obtain  a  certificate  of  incorporation  without  applying  for  a  charter  or  letters 
patent. 

2.  Growth    under    the    Limited    Liability    System. — The  idea  of 
co-operation,  of  carrying  out  a  commercial  enterprise  by  the  contributions 
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of  many  persons,  had,  therefore,  been  for  centuries  familiar  to  men's  minds, 
but  it  was  not  until  the  principle  of  limited  liability  was  engrafted  on  the 
principle  of  co-operation  in  the  Companies  Act  1862,  that  the  real  potency 
of  the  co-operative  principle  manifested  itself.  From  that  time  joint- 
stock  enterprise  has  increased  by  leaps  and  bounds.  The  number  of 
companies  registered  in  1863 — the  year  after  the  Act  came  into  operation 
—was  726;  in  1880  it  was  1160;  in  1890,  2542;  in  1900,  4509.  The 
total  aggregate  of  paid-up  capital  invested  in  companies  registered  under 
the  Act  is  £1,725,940,512.  The  amount  outstanding  in  debentures  and 
debenture  stock  £400,000,000. 

While  thus  limited  companies  have  been  multiplying,  unlimited 
companies  have  dwindled  to  zero.  In  the  year  1900  there  was  one 
company  of  this  description  registered  and  no  more. 

Limited  liability,  thus  so  fruitful  in  its  results,  did  not  establish  itself 
without  a  struggle.  It  was  held  by  many  to  be  contrary  to  all  sound 
principles  of  trading  that  shareholders  should  be  liable  otherwise  than  to 
the  uttermost  farthing  on  their  contracts,  but,  as  Sir  George  Jessel  pointed 
out,  there  is  no  reason  why  a  person  should  not  specially  stipulate  that  his 
liability  under  a  contract  shall  be  limited.  In  conceding  the  privilege  of 
limited  liability  the  Legislature  acted  on  this  principle.  It  allowed  com- 
panies to  trade  with  limited  liability  by  what  was  equivalent  to  a  special 
stipulation — notice  to  the  world  that  its  liability  was  limited  to  its  assets. 
This  is  why  the  Act  is  so  strict  as  to  the  use  of  the  word  "  Limited  "  as 
part  of  the  company's  name,  why  it  requires  it  to  print  it  outside  its  office, 
to  engrave  it  on  its  seal,  to  use  it  on  bills  of  exchange,  cheques,  invoices, 
and  advertisements.  The  credit  of  the  invention  of  "  Limited  "  for  this 
purpose  belongs  to  Lord  Bramwell. 

3.  Scheme  of  the  Companies  Act  1862. — The  Companies  Act  of 
1862  was  meant  to  constitute  a  complete  code  of  company  law. 

It  begins  by  providing  that  no  company,  association,  or  partnership 
consisting  of  more  than  twenty  persons  is  to  be  formed  after  the  commence- 
ment of  the  Act  for  carrying  on  any  business  that  has  for  its  object  the 
acquisition  of  gain  by  the  company,  association,  or  partnership,  or  by  the 
individual  members  thereof,  unless  registered  under  the  Act,  or  formed  in 
pursuance  of  some  other  Act  of  Parliament,  or  of  letters  patent,  or  is  engaged 
in  working  mines  in  the  Stannaries.  In  the  case  of  a  banking  business  the 
number  is  ten  (Act,  sec.  4),  (see  "  Bank  ").  The  design  of  this  prohibition  was 
to  put  an  end  to  the  mischief  of  trading  by  large  fluctuating  bodies  of 
persons. 

Having  thus  cleared  the  ground  the  Act  goes  on  to  state  what  classes  of 
companies  may  be  formed  under  the  Act.     These  are  three : — 

(1)  Companies  limited  by  shares. 

(2)  Companies  limited  by  guarantee. 

(3)  Unlimited  companies. 

Unlimited  companies  are,  as  has  been  already  said,  practically  extinct ; 
companies  limited  by  guarantee  will  be  dealt  with  later  on.  There  remains 
the  company  limited  by  shares — the  normal  type  of  company — and  to  this 
we  may  for  the  present  confine  our  attention.  It  is  formed — as  the  others 
are — in  a  quite  simple  manner.  "  Any  seven  or  more  persons  associated  for 
any  lawful  purpose  may,  by  subscribing  their  names  to  a  Memorandum  of 
Association,  and  otherwise  complying  with  the  requisitions  of  this  Act  in 
respect  of  registration,  form  an  incorporated  company  with  or  without 
limited  liability."  This  section  means  what  it  says  (Salomon  v.  Salomon  & 
Co.  [1897],  A.C.  22) ;  there  is  no  implied  condition  that  the  "  seven  persons  " 
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are  to  be  bona  fide  traders  or  independent  persons,  or  that  they  must  take  a 
substantial  interest  in  the  undertaking.  An  alien  {Princess  of  Reuss  v.  Bos, 
L.E.  5  H.L.  176),  a  bankrupt,  a  married  woman,  an  infant,  a  corporation,  are 
all  "persons"  competent  to  subscribe  (re  Laxon  &  Co.  [1892],  3  Ch.  558). 

4.  The  Memorandum  of  Association.— In  forming  a  company  the 
Memorandum  of  Association  is  the  important  document.  It  replaces  the 
charter,  deed  of  settlement,  or  private  Act  of  Parliament  under  the  old  system. 
It  is  required  in  the  case  of  a  limited  company  to  state  five  things  : — 

(1)  The  name  of  the  company,  with  the  addition  of  the  word  "  Limited  " 
as  the  last  word  in  such  name. 

(2)  The  part  of  the  United  Kingdom,  whether  England,  Scotland,  or 
Ireland,  in  which  the  registered  office  of  the  company  is  proposed  to  be 
situate. 

(3)  The  objects  for  which  the  proposed  company  is  to  be  established. 

(4)  A  declaration  that  the  liability  of  the  members  is  limited. 

(5)  The  amount  of  capital  with  which  the  company  proposes  to  be 
registered,  divided  into  shares  of  a  certain  fixed  amount. 

These  five  matters  must  be  stated  in  the  Memorandum  of  Association ; 
other  matters  may  be  stated  also ;  but  whatever  is  stated  in  the  Memorandum, 
whether  compulsorily  or  voluntarily,  forms  part  of  the  constitution  of  the 
company  and  is,  generally  speaking,  unalterable.  Each  of  these  five  points 
requires  a  few  words  of  comment. 

(1)  Name. — As  regards  the  name.  A  company  cannot  (Act,  sec.  20) 
register  itself  by  "  a  name  identical  with  that  by  which  a  subsisting  company 
is  already  registered,  or  so  nearly  resembling  the  same  as  to  be  calculated  to 
deceive,"  but  the  Act  admits  an  exception  to  this  rule  where  the  subsisting 
company  is  in  course  of  being  dissolved,  and  testifies  its  consent  in  such 
manner  as  the  Eegistrar  requires.  In  choosing  a  name  care  should,  there- 
fore, be  taken  to  avoid  similarity,  otherwise  the  Eegistrar  may  refuse  to 
register  the  Memorandum,  a  refusal  resulting  in  trouble  and  delay.  The 
word  "  Eoyal "  is  not  allowed  to  be  used  in  a  company's  name  without  the 
sanction  of  the  Home  Office.  Even  if  the  Eegistrar  passes  a  name  it  is  still 
open  to  any  person  aggrieved  by  its  similarity  to  bring  an  action  under  the 
general  law  for  an  injunction  to  restrain  the  use  of  the  name.  The  principle 
on  which  the  Court  acts  in  such  cases  is  well  recognised,  and  is  that  one 
person  is  not  entitled  to  represent  himself  as  carrying  on  the  business  which 
is  carried  on  by  another. 

It  is  illustrated  in  a  number  of  cases,  of  which  the  most  important  are 
Hendricks  v.  Montague,  17  Ch.  D.  638 ;  Bu  Boulay  v.  Boulay,  L.E.  2,  P.C. 
441 ;  Tussaud  v.  Tussaud,  4A  Ch.  D.  678  ;  SocUU  Panhard  v.  Panhard 
Levassor  Co.  [1901],  2  Ch.  513 ;  North  Cheshire  and  Manchester  Brewery  v. 
Manchester  Brevjery  [1899],  A.C.  83;  F.  Pinet  &  Co.  v.  Maison  Louis 
Pinet,  Limited  [1898],  1  Ch.  179  ;  Montreal  Lithographing  Co.  v.  Sabiston 
[1899],  A.C.  610. 

A  company  may  change  its  name  with  the  sanction  of  a  special  resolution 
of  the  shareholders  and  the  approval  of  the  Board  of  Trade  (Act,  sec.  13). 

(2)  Situation  of  Office. — The  object  of  specifying  in  the  Memorandum 
the  part  of  the  United  Kingdom — England,  Scotland,  or  Ireland — in  which 
the  registered  office  of  the  company  was  to  be  situated  was  to  determine  the 
company's  domicile.  A  company's  domicile  is  at  its  head  office — the  place, 
that  is,  where  the  administrative  business  of  the  company  is  carried  on,  and 
this  is  usually  at  its  registered  office,  though  the  situation  of  the  registered 
office  is  not  conclusive. 

(3)  Objects  Clause. — It  is  this  point — the  statement  of  the  company's 
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objects — which  constitutes  the  most  important  part  of  the  Memorandum  of 
Association,  and  its  importance  consists  in  this,  that  the  objects  so  denned 
limit  the  company's  capacity  and  circumscribe  its  sphere  of  action.  A 
company  can  make  no  contracts  and  do  no  acts  except  such  as  are 
authorised  expressly  or  implied  by  its  objects'  clause  (Ashbury  Railvjay 
Carriage  Co.  v.  Riche,  L.R  7  H.L.  653) ;  whatever  is  outside  the  scope 
of  the  objects'  clause  is  ultra  vires,  that  is,  beyond  the  powers  of  the 
company.  It  is  constituted  for  particular  ends,  and  it  is  not  the  policy 
of  the  Legislature  that  it  should  deviate  from  these  ends.  For  instance, 
it  is  ultra  vires  for  a  company,  whose  object  is  to  acquire  a  particular 
gold  mine  in  New  Zealand,  to  purchase  and  work  other  mines  in  New 
Zealand  instead  (re  Haven  Gold  Mining  Co.,  20  Ch.  D.  151 ;  see  also  re 
Coolgardie  Consolidated  Gold  Mines,  76  L.T.  269,  and  Stephens  v.  Mysore 
Reefs  Kangundy  Mining  Co.  [1902],  745),  so  a  company  which  states 
its  object  to  be  to  make  coffee  out  of  dates  under  a  particular  German 
patent,  cannot  make  the  coffee  out  of  dates  under  a  Swedish  patent, 
or  no  patent  at  all  (re  German  Bate  Coffee  Co.,  20  Ch.  D.  169).  Apart  from 
public  policy  there  is  a  very  good  reason  for  this  doctrine  in  common 
sense.  The  company  has  held  out  to  the  public  a  particular  enterprise 
as  its  project,  and  the  shareholders  have  subscribed  their  money  on  the 
faith  of  its  being  devoted  to  that  object.  To  allow  the  company  to 
spend  it  on  any  speculative  scheme  which  may  suggest  itself  to  the 
directors'  fancy  would  be  eminently  unfair.  But  this  doctrine  of  ultra  vires, 
as  Lord  Selbourne  said,  must  be  reasonably  and  not  unreasonably  understood 
and  applied.  An  insurance  company,  for  instance,  may  pay  losses  though 
outside  the  risks  covered  by  the  policy  (Taunton  v.  Royal  Insurance  Co., 
2  H.  &  M.  135);  a  banking  company  may  vote  a  pension  to  the  family  of 
its  deceased  manager  (Henderson  v.  Bank  of  Australasia,  40  Ch.  D.  170), 
or  a  going  railway  company  a  gratuity  to  its  servants,  for  such  wise  liberality 
is  incidental  to  the  carrying  on  of  the  business  (Hutton  v.  West  Cork 
Railway  Co.,  23  Ch.  D.  654).  So  an  hotel  company  may  let  temporarily 
part  of  its  premises  not  wanted  for  the  purposes  of  its  business  (Simpson  v. 
Westminster  Balace  Hotel  Co.,  8  H.L.C.  712).  A  trading  company  can  sue 
in  respect  of  a  libel  (South  Hetton  Coal  Co.  v.  North-Eastern  News  Co. 
[1894],  1Q.B.  133),  or  for  an  imputation  of  insolvency  (Metropolitan  Saloon 
Omnibus  Co.,  4  H.  &  N.  87). 

(4)  Limitation  of  Liability. — A  declaration  that  the  liability  of  the 
company  is  limited.  The  Memorandum  is  a  public  document  of  which  all 
the  world  has  notice,  and  everyone  dealing  with  the  company  is  there- 
fore fixed  with  constructive  notice  that  the  company's  liability  is  limited. 
The  notice  conveyed  in  this  declaration  is  supplemented  by  the  further 
provisions,  already  alluded  to,  as  to  painting  up  the  name  of  the  com- 
pany, with  "  Limited  "  as  part  of  it,  on  the  company's  premises,  using  it  on 
bills,  etc. 

(5)  Capital  Clause. — The  last  matter  to  be  specified  is  the  amount  of 
the  capital  of  the  company  and  the  shares  into  which  it  is  divided.  The 
importance  of  this  consists  in  the  fact  that  preferential  and  other  rights  in 
a  company's  capital  created  under  its  Memorandum  of  Association  cannot 
be  affected  by  any  act  of  the  shareholders  (see  "  Capital  ").  This  is  a 
corollary  from  the  unalterability  impressed  on  a  company's  Memorandum  of 
Association  by  the  Companies  Act  1862.  A  company  may  increase  its 
capital  by  the  issue  of  new  shares,  it  may  consolidate  it  and  convert  paid  up 
shares  into  stock ;  but  with  these  exceptions  a  company  was — so  far  as  the 
Companies  Act  1862  was  concerned — unable  to  alter  its  Memorandum  of 
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Association.     If  it  had  to  change  its  constitution,  it  was  driven  to  wind  up 
and  recreate  itself  as  a  new  company. 

5.  Enlarging  Objects  of  Companies  (Memorandum  of  Association) 
Act  1890. — The  inconvenience  of  this  unalterability  of  the  Memorandum 
was  so  sensibly  felt  that  in  1890  the  Legislature  came  to  the  relief,  and 
} »assed  the  Companies  (Memorandum  of  Association)  Act  1890.  The  old 
policy  is  still  adhered  to  of  keeping  a  company  to  the  objects  defined  by  its 
Memorandum,  but  the  Act  gives  the  Court  power,  on  petition,  to  sanction 
an  alteration  in  five  specified  classes  of  cases.  These  are,  where  it  appears 
that  the  alteration  is  required  in  order  to  enable  the  company — 

(a)  To  carry  on  its  business  more  economically  or  efficiently. 

(b)  To  attain  its  main  purpose  by  new  or  improved  means. 

(c)  To  enlarge  or  change  the  local  area  of  its  operations. 

(d)  To  carry  on  some  business  or  businesses  which  under  existing  cir- 
cumstances may  conveniently  or  advantageously  be  combined  with  the 
business  of  the  company. 

(e)  To  restrict  or  abandon  any  of  the  objects  specified  in  the  Memorandum 
of  Association  or  deed  of  settlement. 

The  Act  has  been  found  very  useful,  and  a  large  number  of  companies 
have  availed  themselves  of  the  powers  given  by  the  Act :  trust  companies 
for  enlarging  the  scope  of  their  investments  (re  Foreign  and  Colonial 
Government  Trust  [1891],  2  Ch.  395 ;  Government  Stock  Co.  [1892],  1  Ch. 
597);  insurance  companies  to  carry  on  allied  businesses  (National  Boiler 
[1892],  1  Ch.  306;  North  of  England  Association  [1900],  1  Ch.  481); 
banks  to  extend  their  objects ;  other  companies  to  enlarge  their  borrowing 
powers  (Reversionary  Interest  Society  [1892],  1  Ch.  615 :  re  Empire  Trust, 
64  L.T.  221);  or  the  area  of  their  operations  (Indian  Mechanical  Co. 
[1891],  3  Ch.  538). 

In  exercising  its  discretion  on  the  petition  the  Court  will  consider  not 
only  debenture  holders  and  creditors,  but  the  rights  of  shareholders  inter  se. 

It  often  requires  a  change  of  name  on  the  part  of  the  company  to  make 
the  name  correspond  with  the  objects  as  altered. 

After  the  petition  to  confirm  the  resolution  has  been  presented,  a 
summons  should  be  taken  out  in  chambers  (Chancery  Division)  for  direc- 
tions as  to  advertising  the  petition  and  notice  to  debenture  holders. 

6.  Kegistration  of  Company. — (1)  Procedure. — The  formalities  of 
registering  a  company  are  as  follows  : — The  Memorandum  must  be  stamped 
with  a  10s.  stamp,  as  if  it  were  a  deed,  and  must  be  signed  by  each 
subscriber  in  the  presence  of  and  be  attested  by  one  witness  at  least.  No 
subscriber  must  take  less  than  one  share  (C.A.,  sec.  8).  Ad  valorem  duty  at 
the  rate  of  5s.  per  cent  must  be  paid  on  the  nominal  capital  of  the 
Company  (C.A.  Sched.,  Table  C.  Stamp  Act  1891,  sec.  112,  Finance  Act 
1899,  sec.  7),  and  there  must  or  should  be  produced  to  the  Eegistrar  a 
statutory  declaration  by  a  solicitor  of  the  High  Court  engaged  in  the 
formation  of  the  company,  or  by  a  person  named  in  the  articles  of  associa- 
tion as  a  director  or  secretary  of  the  company,  that  all  the  requisitions  of 
the  Companies  Acts  in  respect  of  registration  and  of  matters  precedent 
and  incidental  thereto  have  been  complied  with,  and  that  the  association 
is  a  company  authorised  to  be  registered  and  duly  registered  under 
the  Companies  Acts  (C.A.  1900,  sec.  1).  The  Eegistrar  may  accept  such  a 
declaration  as  sufficient  evidence  of  compliance.  The  Memorandum  so 
.signed  and  stamped  is  to  be  delivered  to  the  Registrar  (C.A.,  sec.  17),  who  is 
to  retain  and  register  the  same.  If  the  company  is  a  public  one,  in  the 
sense  of  intending  to  invite  the  public  to  subscribe,  the  following  docu- 
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ments  must  also  be  supplied  to  the  Eegistrar :  (a)  a  list  of  the  persons  who 
have  consented  to  be  directors  of  the  company ;  (b)  consent  by  every  person 
named  as  director  to  act  as  such ;  (c)  a  contract  by  such  proposed  directors 
to  take  any  qualification  which  he  is  required  to  hold,  unless  he  has 
subscribed  the  Memorandum  for  the  requisite  shares. 

(2)  Certificate  of  Registration. — The  Eegistrar  then  certifies  under  his 
hand  that  the  company  is  incorporated,  and  in  the  case  of  a  limited 
company,  that  it  is  limited,  and  the  subscribers  of  the  Memorandum  of 
Association,  together  with  such  other  persons  as  may  from  time  to  time 
become  members  of  the  company  are  thereupon  constituted  a  body 
corporate  by  the  name  contained  in  the  Memorandum  of  Association, 
capable  forthwith  of  exercising  all  the  functions  of  an  incorporated 
company,  and  having  perpetual  succession  and  a  common  seal  with  power 
to  hold  lands  (C.A.,  sec.  18).  "  Forthwith  "  must  now  be  read  subject  to  the 
provisions  of  the  Companies  Act  1900  as  to  a  company  commencing 
business. 

(3)  Conclusiveness. — Prior  to  the  Companies  Act  1900  doubts  existed 
as  to  how  far  the  Eegistrar's  certificate  of  incorporation  was  conclusive  in 
certain  cases,  e.g.  where  the  Memorandum  had  been  subscribed  by  only 
six  persons  (re  National  Debenture  Company  [1891],  2  Ch.  505),  or  the 
company  was  not  a  company  authorised  to  register  under  the  Act.  All 
such  doubts  are  now  resolved  by  the  unmistakable  language  of  sec.  1  of 
the  Companies  Act  1900.  It  is  a  condition  precedent,  however,  to  the 
efficacy  of  this  section,  that  the  statutory  declaration  alluded  to  above 
should  have  been  produced  to  the  Eegistrar. 

7.  Articles  of  Association — (1)  Scope. — "  The  Articles  of  Association 
play  a  part  subsidiary  to  the  Memorandum  of  Association.  They  accept 
the  Memorandum  of  Association  as  the  charter  of  the  company,  and  so 
accepting  it  the  Articles  proceed  to  define  the  duties,  the  rights,  and  the 
powers  of  the  governing  body  as  between  themselves  and  the  company  at 
large,  and  the  mode  and  form  in  which  the  business  of  the  company  is  to 
be  carried  on,  and  the  mode  and  form  in  which  changes  in  the  internal 
regulations  of  the  company  may  from  time  to  time  be  made "  (Ashbury 
Railway  Carriage  Company  v.  Riche,  L.E.  7  H.L.  653,  at  p.  668). 

Two  primary  principles  are  to  be  borne  in  mind  in  respect  to  articles : 
(a)  They  cannot  go  beyond  the  Memorandum  of  Association  (Guiness  v. 
Land  Corporation  of  Ireland,  22  Ch.  D.  376) ;  (b)  They  are  subject 
always  to  the  provisions  of  the  Companies  Acts. 

Thus,  to  illustrate  the  first  principle,  if  the  Memorandum  of  Association 
fixes  a  borrowing  limit  the  Articles  cannot  enlarge  it.  Instances  of  the 
second  principle  may  be  found  in  a  number  of  cases.  In  Fever  il  Gold  Mines 
[1898],  1  Ch.  122,  for  instance,  it  was  held  that  an  article  providing  that  a 
shareholder  should  not  present  a  winding-up  petition  was  void,  as  being 
contrary  to  the  express  power  given  by  sec.  82  of  the  Companies  Act.  In 
the  same  way  an  article  providing  for  the  compulsory  sale  by  a  dissentient 
shareholder  of  his  interest  on  a  sale  and  transfer  of  assets,  under  sec.  161  of 
the  Companies  Act  is  void  as  being  contrary  to  the  provision  for  assessment 
by  arbitration  under  sec.  162  of  the  Act  (Baring-Could  v.  Sharpington 
Syndicate  [1899],  2  Ch.  80 ;  Payne  v.  Cork  Co.  [1900]  1  Ch.  308). 

Subject  to  these  qualifications,  the  Articles  are  binding  on  the  company 
and  the  members  thereof  to  the  same  extent  as  if  each  member  had 
subscribed  his  name  and  affixed  his  seal  thereto,  and  there  were  in  such 
Articles  contained  a  covenant  on  the  part  of  the  member,  his  heirs, 
executors,  and  administrators,  to  conform  to  all  the  regulations  contained 
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in  such  articles  subject  to  the  provisions  of  this  Act  (C.A.,  sec.  16).  The 
meaning  of  this  is  that  every  shareholder  has  a  right  to  require  the 
company  to  enforce  compliance  with  the  Articles  by  the  other  shareholders 
(  Wood  v.  Odessa  Waterworks  Co.,  42  Ch.  D.  636 ;  Oakbank  Oil  Co.  v.  Crum, 
8  A.C.  65). 

It  is  important  to  remember,  however,  that  the  Articles  constitute  a 
contract  between  the  shareholders  only.  They  do  not  constitute  a  contract 
between  a  person  who  is  outside  the  company  and  the  shareholders  of  the 
company.  Thus,  if  the  Articles  provide  that  X  shall  be  the  solicitor  of 
the  company  {Eley  v.  Positive  Assurance  Co.  1  Ex.  D.  88),  or  the  engineer  of 
the  company,  X  cannot  sue  the  company  on  an  alleged  contract  to  employ 
him  in  the  Articles,  and  it  makes  no  difference  that  X  happens  to  be  a 
member  of  the  company,  for  it  is  not  qua  member  that  he  relies  on  the 
alleged  contract. 

But  though  the  Articles  do  not  form  a  contract  they  may,  as  an  implied 
offer  on  the  part  of  the  company,  give  the  terms  of  remuneration,  for 
instance,  on  which  directors  are  serving  the  company  (Sivabey  v.  Port 
Darwin  Co.,  1  Meg.  385;  re  International  Cable  Co.,  66  L.T.  254;  HxpL 
Beckwith  [1898],  1  Ch.  324). 

The  Articles  deal  with  a  variety  of  matters  incidental  to  the  management 
of  the  company,  the  powers  and  proceedings  of  directors,  calls  on  shares, 
transfers  of  shares,  borrowing,  general  meetings,  votes  of  members,  dividends,, 
accounts,  notices.  These  topics  will  be  found  treated  later  under  their  proper 
heads.  When  the  company  is  acquiring  a  property  the  Articles  usually 
begin  by  authorising  the  directors  to  enter  into  a  specified  agreement, 
identified  by  reference,  carrying  the  acquisition  into  effect.  The  Articles 
should  state  whether  Table  A  is  wholly  or  partially  excluded. 

(2)  Form  of  Articles. — Articles  must  be  expressed  in  separate  para- 
graphs numbered  arithmetically.  They  must  be  stamped  with  a  10s. 
stamp,  signed  by  the  subscribers  of  the  Memorandum,  and  attested,  and  must 
be  printed  (C.A.,  sec.  16).  As  to  an  irregularity  in  registration,  see  Ha 
Tung  v.  Manon  Insurance  Cos.  [1902],  A.C.  232. 

(3)  Alteration  of  Articles. — There  is  no  policy  of  the  law  requiring  Articles, 
of  Association  to  be  unalterable  like  the  Memorandum  of  Association ;  and 
the  Legislature  has,  accordingly,  allowed  companies  the  utmost  latitude  in 
regard  to  the  alteration  of  their  Articles,  subject — as  above  mentioned — 
to  the  provisions  of  the  Acts,  and  to  the  conditions  contained  in  the- 
Memorandum  of  Association.  The  alteration  is  to  be  made  by  a  special 
resolution  (C.A.  sec,  50).  A  special  resolution  is  a  "resolution  passed  by  a. 
majority  of  not  less  than  three-fourths  of  the  members  of  the  company  for 
the  time  being  entitled,  according  to  the  regulations  of  the  company,  to  vote 
as  may  be  present  in  person  or  by  proxy  (in  cases  where,  by  the 
regulations  of  the  company,  proxies  are  allowed),  at  any  general  meetings 
of  which  notice  specifying  the  intention  to  propose  such  resolution  has  been 
duly  given  and  confirmed  by  a  majority  of  such  members  for  the  time  being 
entitled,  according  to  the  regulations  of  the  Company,  to  vote  as  may 
be  present  in  person  or  by  proxy  at  a  subsequent  general  meeting,  of  which 
notice  has  been  duly  given,  and  held  at  an  interval  of  not  less  than 
fourteen  days  nor  more  than  one  month  from  the  date  of  the  meeting  at 
which  such  resolution  was  first  passed."  On  being  so  passed  the  new  or 
altered  Articles  become  regulations  of  the  company  of  the  same  validity  as 
if  they  had  been  originally  contained  in  the  Articles  of  Association.  A 
copy  of  any  such  resolution  must  be  forwarded  to  the  Registrar  of  Joint 
Stock  Companies  for  registration  (C.A.,  sec.  53),  and  must  be  annexed  to  or 
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embodied  in  every  copy  of  the  Articles  issued  after  the  passing  of  such 
resolution  (C.A.,  sec.  54).  The  Court  cannot  under  its  ordinary  jurisdiction 
rectify  a  mistake  in  Articles  {Evans  v.  Chapman,  8Q  L.T.  381). 

8.  Constructive  Notice  of  Memorandum  and  Articles. — The  theory 
of  the  Companies  Act  is  that  every  person  dealing  with  a  company  formed 
under  it  shall  have  the  opportunity  of  informing  himself  as  to  the  constitu- 
tion of  the  company,  and  for  this  purpose  the  Memorandum  and  Articles  of 
Association  are  made  public  documents.  They  are  registered  at  Somerset 
House,  and  every  person  is  entitled  to  inspect  them  at  a  fee  not  exceeding 
Is.,  and  to  require  copies  or  extracts  made  at  a  fee  not  exceeding  6d.  per 
folio  (C.A.,  sec.  174  (5)).  These  facilities  of  knowledge  afforded,  the  law 
presumes  that  a  person  dealing  with  a  company  has  done  what,  in  reason- 
able prudence,  he  ought  to  have  done  and  might  have  done,  viz.  read  the 
Memorandum  and  Articles,  and  so  ascertained  for  himself  the  scope  of  the 
company's  powers  under  the  Memorandum,  and  of  the  directors'  powers 
under  the  Memorandum  and  Articles  combined.  The  law,  to  use  legal 
phraseology,  fixes  him  with  constructive  notice  of  the  contents  of  the 
Memorandum  and  Articles  {Ernest  v.  Nicholls,  6  H.L.C.  401 ;  Mahoney 
v.  East  Holyford  Mining  Co.,  L.E.  7,  H.L.  69) ;  it  assumes,  too,  that  he 
has  understood  them  according  to  their  proper  meaning  {OakbanJe  Oil 
Co.  v.  Crum,  8  App.  Cas.  71).  But  though  a  person  dealing  with  a 
company  must  read  the  documents  which  make  up  the  constitution  of  the 
company — he  is  not  bound  to  do  more — he  is  not  bound  to  inquire  into 
what  Lord  Hatherley  called  the  "  indoor  management "  of  the  company.  If, 
for  example,  the  Articles  of  the  company  give  the  directors  power  to  borrow 
with  the  consent  of  a  general  meeting,  a  lender  is  not  bound  to  inquire 
whether  such  consent  has  in  fact  been  given.  He  is  entitled  to  assume  that 
everything  has  been  done  regularly,  omnia  rite  acta  {Royal  British  Bank  v. 
Turauand,  6  E.  &  B.  327) ;  so  if  there  is  power  in  the  Articles  for  the 
directors  to  delegate  their  powers  to  a  managing  director,  a  person  dealing 
with  such  managing  director  has  a  right  to  presume  that  there  has  been  a 
due  delegation  {Biggerstaff  v.  Roivatt's  Wharf  [1896],  2  Ch.  93),  and  the 
reason  is  obvious :  he  has  no  means  of  knowing,  whether  there  has  been  an 
irregularity  or  not.  Mahoney  v.  East  Holyford  Co.,  L.E.  7  H.L.  69 ;  re 
County  Life,  L.E.  5  Ch.  288 ;  County  of  Gloucester  Bank  v.  Rudry  &  Co. 
[1895],  1  Ch.  629,  are  other  instances  of  the  same  principle.  But  the 
rule  being  founded  on  presumption,  cannot  be  invoked  where  the  person 
dealing  with  the  company  knows  in  fact  that  an  irregularity  has  been  com- 
mitted {Howard  v.  Patent  Ivory  Co.,  38  Ch.  D.  156). 

9.  Directors. — (1)  Generally. — The  persons  by  whom  the  business  of  a 
•company  is  carried  on  are  commonly  called  directors.  They  are  a  body  to 
whom  is  delegated  the  duty  of  managing  the  general  affairs  of  the  com- 
pany {Aberdeen  Railway  Co.  v.  Blaikie;  1  Macq.  H.L.C.  471) ;  "  commercial 
men  managing  a  trading  concern  for  the  benefit  of  themselves  and  of  all  the 
other  shareholders  in  it  "  (per  Jessel,  M.E.  re  Forest  of  Dean  Coal  Mining  Co., 
10  Ch.  D.  452).  In  law  they  are,  as  Lord  Cairns  said  in  Ferguson  v.  Wilson, 
L.B.  2  Ch.  77,  "  agents  of  the  company."  A  company  cannot  act  in  its  own 
person  for  it  has  no  person.  It  acts  through  its  directors ;  but  directors 
are  something  more  than  mere  agents,  and  this  something  more  is  often 
expressed  by  calling  them  "  trustees."  Trustees  in  the  strict  sense  they 
certainly  are  not,  but  they  are  accountable  like  trustees  for  the  funds  of  the 
company  which  come  into  their  hands,  such  funds  being  dedicated  to 
particular  objects  {Great  Eastern  Railway  Co.  v.  Turner,  L.E.  8  Ch.  149 ; 
Masonic  &  General  Life  v.  Sharpe  [1892],  1  Ch.  154;  Cullerne  v.  London 
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Suburban  Building  Society,  39  W.E,  89),  and  like  trustees  they  must  exercise 
the  managing  powers  confided  to  them  solely  for  the  benefit  of  the  share- 
holders (ex  parte  Brown,  19  Beav.  104;  Poole,  Jackson  &  White's  Case,  9 
Ch.  D.  322). 

(2)  Appointment. — Directors — first  directors,  that  is — are  sometimes,  as 
in  Table  A,  left  to  be  appointed  by  the  subscribers  of  the  Memorandum,  out 
usually  they  are  named  in  the  Articles.  When  the  latter  is  the  case  the  Com- 
panies Act  1900,  sec.  2,  now  provides  that  before  the  Articles  are  registered 
every  proposed  director  must  first  by  himself,  or  by  his  agent  authorised  in 
writing,  sign  and  file  with  the  Eegistrar  a  consent  to  act ;  and  if  he  is 
required  to  hold  a  share  qualification,  must  either  have  signed  the  Memo- 
randum of  Association  for  such  qualification,  or  signed  and  filed  with  the 
Eegistrar  a  contract  in  writing  to  take  the  qualification  shares  from  the 
company  and  to  pay  for  them.  Where  the  consent  is  signed  by  an  agent 
he  must  produce  his  authority.  These  provisions  were  meant  (1)  to  put  a 
stop  to  the  practice  of  naming  persons  as  directors  in  prospectuses  and 
articles  without  proper  authority  from  them ;  and  (2)  to  prevent  directors 
from  evading,  as  they  so  often  did,  liability  for  their  share  qualification  on 
a  winding-up.  The  section  only  applies  to  companies  that  issue  invitations 
to  the  public  to  subscribe  for  their  shares. 

Besides  the  above  contracts  and  consents  in  writing,  the  person  applying 
for  registration  of  the  Memorandum  and  Articles  of  a  company  must  deliver 
to  the  Eegistrar  a  list  of  the  persons  who  have  consented  to  be  directors  of 
this  company,  and  if  this  list  contains  the  name  of  any  person  who  has  not 
so  consented  the  applicant  is  liable  to  a  fine  of  £50. 

(3)  Number  of  Directors. — Table  A  does  not  fix  any  maximum  or  mini- 
mum number  of  directors,  but  it  contains  a  clause,  article  63,  usually  inserted 
in  Articles,  providing  that  the  company  in  general  meeting  may  increase  or 
reduce  the  number  of  directors,  and  determine  their  rotation.  If  a 
minimum  number  of  directors  is  fixed  by  the  Articles,  and  the  number  is 
reduced  below  the  minimum,  the  remaining  directors  cannot  act,  for  they 
do  not  constitute  a  board  {Alma  Spinning  Co.,  16  Ch.  D.  681).  To  meet 
this  difficulty  an  article  is  usually  inserted  authorising  the  directors  to  act 
notwithstanding  vacancies  {Bank  of  Syria  [1901],  1  Ch.  115). 

(4)  Share  Qualification. — The  model  or  specimen  articles  known  as 
Table  A  make  no  provision  for  a  share  qualification  being  held  for  directors, 
but  the  experience  of  forty  years'  working  of  the  Acts  has  declared  in  favour 
of  such  a  qualification.  The  substantial  stake  in  the  company  which  it 
involves  is  a  guarantee  of  the  directors'  bona  fides,  and  it  is  accordingly 
usual  now  to  insert  a  qualification  clause  in  Articles.  The  more  difficult 
thing  has  been  to  make  it  efficacious,  as  the  numerous  decisions  on  this 
subject  show  {Brown's  Case,  L.E.  9  Ch.  102 ;  Forbes'  Case,  L.E.  19  Ch. 
353 ;  Brett  &  Hewitt's  Case,  49  L.T.  479 ;  re  Wheal  Butler  Consols,  57  L.T. 
Ch.  336 ;  Lord  Inchquin's  Case  [1891],  3  Ch.  28 ;  Isaac's  Case  [1892],  2  Ch. 
158),  to  mention  only  a  few.  These  decisions  have  now,  however,  been 
rendered  of  less  importance  by  sees.  2  and  3  of  the  Companies  Act  1900. 
Sec.  2  applies  to  first  directors  only ;  sec.  3  applies  to  directors  generally, 
and  of  companies  formed  before  the  Companies  Act  1900,  as  well  as  after. 
The  section  still  leaves  a  share  qualification  optional,  but  makes  it  the  duty 
of  every  director  who  is  by  the  regulations  of  the  company  required  to  hold 
a  specified  share  qualification,  and  who  is  not  already  qualified,  to  obtain  his 
qualification — he  need  not  necessarily  do  so  from  the  company — within  two 
months  after  his  appointment,  or  such  shorter  time  as  may  be  fixed  by  the 
regulations  of  the  company  (sub-sec.  1).    If  he  does  not,  his  office  is  by  sub- 
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sec.  2  to  be  vacated,  or  if  after  the  expiration  of  such  period,  or  shorter  time, 
he  ceases  at  any  time  to  hold  his  qualification  (sub-sec.  2).  Any  unqualified 
person  acting  as  director  after  the  expiration  of  the  two  months,  or  shorter 
period,  is  made  liable  to  a  penalty  of  £5  per  diem  (sub-sec.  3)  under  this 
section  (3).  This  last  provision  meets  the  difficulty  created  by  Coventry's 
Case  (14  Ch.  D.  160).  that  a  company  could  only  recover  compensation  from 
a  director  for  a  neglect  to  qualify  if  it  could  prove  damages  ;  but  in  drafting 
a  qualification  clause  it  shall  seem  preferable  to  adopt  the  form  in  Isaac's 
Case  [1892],  2  Ch.  158,  by  which  if  a  director  does  not  qualify  within  one 
month  "he  is  to  be  deemed  to  have  agreed  to  take  the  shares  from  the 
company."  As  to  the  effect  of  resignation,  see  Salisbury's  Case  [1894],  3 
Ch.  356.  Most  of  the  cases  in  this  connection  have,  however,  been  cases  of 
first  directors,  and  sec.  2  of  the  Companies  Act  1900  seems  quite  strong 
enough  to  deal  with  non-qualifying  directors  in  the  future.  Under  a  clause 
providing  that  a  director  should  hold  the  qualification  shares  "  in  his  own 
right,"  it  has  been  held  to  be  sufficient  that  the  director  holds  the  requisite 
number  of  shares,  though  only  as  trustee  (Howard  v.  Sadler  [1893],  1  Q.B. 
1 ;  Cooper  v.  Griffin  [1892],  1  Q.B.  740 ;  Pulbrook  v.  Richmond  Mining  Co., 
9  Ch.  D.  610 ;  Sutton  v.  English  and  Colonial  Produce  Co.  [1902],  2  Ch. 
502) ;  but  as  the  director's  having  a  personal  interest  is  of  the  essence  of  the 
qualification,  the  draftsman  will  do  well  to  modify  these  words  so  as  to 
exclude  mere  trusteeship. 

A  director  accepting  a  present  of  his  qualification  shares  from  the  com- 
pany's promoter  or  vendor  is  a  form  of  misfeasance  which  directors  must 
carefully  avoid.     See  Misfeasance. 

(5)  Directors  Defectively  Appointed. — If  directors  are  not  duly  appointed, 
and  are  disqualified  to  act,  they  cannot  primd  facie  bind  the  company. 
This  may  be  serious  for  outsiders  dealing  with  the  company  who  have  no 
means  of  knowing  whether  de  facto  directors  are  also  de  jure  directors,  or 
defectively  appointed  ;  and  the  Companies  Act  1862  accordingly  provides  that 
all  appointments  of  directors,  managers,  or  liquidators  duly  entered  in  the 
minutes  are  to  be  deemed  to  be  valid,  and  all  acts  done  by  such  directors, 
managers,  or  liquidators  are  to  be  valid  notwithstanding  any  defects  that 
may  afterwards  be  discovered  in  their  appointments  or  qualifications,  and 
see  Table  A,  cl.  71.  The  section  is  not  restricted  to  dealings  with  the 
outside  public,  but  applies  to  dealings  with  shareholders  also  (British  Medical 
and  General  Life  Association  v.  Jones,  61  L.T.K.  384 ;  Daivson  v.  African 
Cos.  [1898],  1  Ch.  6 ;  re  Bank  of  Syria  [1900],  2  Ch.  272).  But  it  will  not 
protect  a  person  who  knows  of  the  invalidity  of  the  appointment  (Stafford- 
shire Gas  Cos.,  66  L.T.  414 ;  Tyne  Steamship  Co.  v.  Brown,  75  L.T.  483). 

(6)  Removal. — Directors  of  a  company  cannot  be  removed  during  their 
term  of  office  by  the  shareholders  unless  there  is  a  special  provision  for  that 
purpose  in  the  Articles  of  Association  (Imperial  Hydropathic  Hotel  Cos.  v. 
Hampson,  31  W.E.  330  ;  Isle  of  Wight  Railway  Co.  v.  Tahourdin,  25  Ch.  D. 
330;  Browne  v.  La  Trinidad,  37  Ch.  D.  11).  A  director  wrongfully 
excluded  from  acting  by  his  co-directors  can  obtain  an  injunction  against 
them  (Pulbrook  v.  Richmond  Mining  Co.,  9  Ch.  D.  610). 

(7)  Powers  and  Duties  of  Directors. — Directors'  powers  are  defined  by  the 
Articles ;  their  power  to  borrow,  to  make  calls,  to  forfeit  shares,  and  so  on ; 
but  these  particular  powers  are  usually  supplemented  by  a  clause  conferring 
general  powers  of  management.  The  form  of  the  clause  follows  closely  the 
language  of  clause  55  of  Table  A,  and  authorises  the  directors  to  exercise 
all  such  powers  of  the  company  as  are  not  by  the  Act  or  the  Articles 
required  to  be  exercised  in  general  meeting  (see  re  Patent  File  Co.,  6  Ch.  83; 
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Anglo-Dan  ubian  Co.  20  Eq.  339).  This  is  in  affirmance  of  the  general  law. 
"  Prima  facie  "  as  Kay,  J.,  said  (re  Norwich  Equitable  Fire  Assurance  Society, 

58  L.T.  35),  "  directors  have  all  powers  that  are  necessary  for  carrying  on  the 
business  of  the  company,"  of  doing  that  which  is  ordinarily  and  reasonably 
done  in  every  such  business  (Hutton  v.  West  Cork  Railway  Co.,  23  Ch.  D. 
665). 

(8)  Delegation  of  Powers. — Directors  being  themselves  delegates  of  the 
shareholders  cannot  delegate  their  powers  or  duties  unless  they  are 
expressly  authorised  so  to  do  by  the  Articles  {Cobb  v.  Becke,  6  Q.B.  936 ; 
Taurine  Co.,  25  Ch.  D.  118).  This  they  generally  are,  such  a  power  of 
delegation  to  a  committee  of  their  own  body  being  found  convenient.  If 
no  quorum  for  the  committee  is  fixed,  all  the  committee  does  must  be  done 
in  the  presence  of  all  its  members  (re  Liverpool  Household  Association, 

59  L.J.  Ch.  624).  A  power  to  appoint  a  general  manager  will  not  authorise 
directors  to  delegate  to  such  manager  a  power  given  by  the  Articles  expressly 
to  the  directors  themselves  (CartmelVs  Case,  L.K.  9  Ch.  696).  So,  too, 
directors  are  entitled  to  employ  skilled  agents,  such  as  accountants,  actuaries, 
or  valuers  to  assist  them,  for  instance,  in  the  preparation  of  the  company's 
balance-sheets  and  estimates,  but  they  cannot  delegate  their  duties  to  such 
agents.  They  must  still,  as  men  of  business,  exercise  an  independent 
judgment  on  the  balance-sheets  and  estimates  submitted  to  them  (Leeds 
Estate  Co.  v.  Shepherd,  36  Ch.  78).  Delegation  does  not  prevent  the 
directors  from  still  acting  in  regard  to  the  matter  delegated  (Huth  v.  Clark, 
25  Q.B.D.  391). 

(9)  Board  Meetings. — Directors  transact  their  business  at  board  meetings 
(Haycroft  Gold  Co.  [1902],  2  Ch.  230),  and  it  is  proper  that  they  should ;  for 
the  powers  which  are  given  to  them  are  given  them  as  a  board.  The  com- 
pany is  entitled  to  their  collective  wisdom  in  meeting  assembled,  but  a 
resolution  of  directors  is  not  bad  as  against  a  stranger,  because  the  directors 
have  not  met,  for  such  stranger  has  no  means  of  knowing  of  the  irregularity 
(County  of  Gloucester  Bank  v.  Rudry  &  Co.  [1895],  1  Ch.  629 ;  re  Bank 
of  Syria,  Owen  &  Ashivorth's  Claim  [1901],  1  Ch.  115).  Directors  may 
regulate  their  meetings  and  proceedings  as  they  think  fit  (Table  A,  cl.  66). 
If  they  arrange  to  meet  at  regular  intervals  no  notice  of  meeting  is 
necessary ;  where  notice  has  to  be  given,  it  must  be  given  a  reasonable  time 
before  the  board  meeting  (Broivne  v.  La  Trinidad,  37  Ch.  D.  1),  to  all 
directors  within  reach  (Halifax  Sugar  Co.  v.  Francklin,  59  L.J.  Ch.  593).  The 
notice  need  not  specify  the  business  to  be  transacted  as  a  notice  of  a  general 
meeting  of  shareholders  must  (La  Compagnie  de  Mayville  v.  Whitley  [1896], 
1  Ch.  788) ;  for  directors  are  not  to  ask  themselves  whether  the  business  is 
worth  their  while  to  attend. 

The  Companies  Act  1862,  sec.  67,  and  Table  A,  cl.  71,  cure  defects  in 
the  appointment  or  qualification  of  directors  (see  p.  146),  but  even  without 
these  provisions  outsiders  are  protected  against  such  defects  by  the  doctrine 
in  Royal  British  Bank  v.  Turquand,  6  E.  &  B.  327. 

The  Articles  usually  fix  a  quorum  for  a  Board  meeting ;  if  they  do  not 
the  number  that  usually  act  will  do  (Lysters  Case,  L.K.  4  Eq.  233) ;  but  a 
quorum  presupposes  the  existence  of  a  minimum  board.  If  the  number  of 
directors  has  fallen  below  the  minimum  fixed  to  constitute  a  board  no  valid 
meeting  can  be  held  unless  there  is  a  power  given  by  the  Articles  for 
directors  to  act  notwithstanding  vacancies. 

(10)  Liability  of  Directors. — Directors  as  agents  are  primd  facie  not 
liable  on  their  company's  contracts  (Ferguson  v.  Wilson,  L.R  2  Ch.  77), 
but    they    may    render    themselves  personally    liable,    e.g.    if   they   sign 
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a  bill  of  exchange  or  promissory  note  describing  themselves  as  directors, 
and  not  stating  that  they  are  acting  on  behalf  of  the  company 
{Sutton  v.  Marsh,  L.E.  6  Q.B.  361) ;  or  if,  having  in  fact  no  authority  to 
borrow,  for  instance,  they  impliedly  warrant  their  authority  {Weeks  v. 
Propert,  L.E.  8  C.P.  427;  Firbank's  Executors  v.  Humphrys,  18  Q.B.D. 
54).  Nor  will  their  agency  exempt  them  from  liability  for  fraud ;  for  in 
fraud  all  parties  are  principals.  Thus  directors  are  personally  liable  for 
deceit  in  issuing  a  fraudulent  prospectus,  and  under  the  Directors'  Liability 
Act  1890  for  false  statements  made  by  them  in  a  prospectus  without  any 
reasonable  ground  for  believing  them  to  be  true.  Directors'  misdoings  fall 
mainly  under  two  heads :  acts  of  commission  and  acts  of  omission — mis- 
feasance and  nonfeasance. 

{a)  Misfeasance. — The  most  common  kind  of  misfeasance  is  misappli- 
cation of  the  company's  funds.  The  governing  body  of  a  trading  corporation 
can  only  use  the  funds  for  the  objects  denned  in  the  Company  Memorandum 
of  Association  ;  hence  any  application  of  such  funds  outside  these  objects  is 
a  breach  of  trust  for  which  the  directors  are  liable,  and  it  makes  no  differ- 
ence that  in  such  misapplication  the  directors  have  acted  bond  fide  {Culler ne 
v.  London  and  Suburban  Building  Society,  25  Q.B.D.  485).  It  is,  for 
instance,  a  breach  of  trust  for  directors  to  spend  the  company's  funds  in 
buying  its  shares  {Evans  v.  Coventry,  8  De  G.  M.  &  G-.  845  ;  Trevor  v. 
Whihvorth,  12  App.  Cas.  409),  or  in  paying  dividends  out  of  capital  {re 
National  Funds  Assurance  Co.,  10  Ch.  D.  126 ;  re  Oxford  Benefit  Building 
Society,  35  Ch.  D.  502;  Fliteroffs  Case,  21  Ch.  D.  519),  or  in  "rigging  the 
market"  {Marzetti's  Case,  28  W.K.  541),  or  paying  unauthorised  brokerage  for 
placing  snares  {re  Faure  Electric  Accumulator  Co.,  40  Ch.  D.  141).  But  while 
answerable  for  ultra  vires  or  unauthorised  expenditure  directors  are  allowed 
a  large  discretion  in  managing  the  affairs  of  the  company.  "  The  funds 
embarked  in  a  trading  company,"  as  Stirling,  J.,  said  in  Leeds  Estate  Build- 
ing Co.  v.  Shepherd  (36  Ch.  D.  798),  "  are  placed  under  the  control  of  the 
directors  in  order  that  they  may  be  employed  for  the  acquisition  of  gain, 
and  risk  greater  or  less  according  to  circumstances  is  of  the  very  essence  of 
such  employment."  Hence  directors  will  not  be  held  liable  for  honest 
errors  of  judgment  {Turquand  v.  Marshall,  L.E.  4  Ch.  376 ;  Brighton 
Brewery  Co.,  37  L.J.  Ch.  278 ;  Grimwade  v.  Mutual  Society,  52  L.T.R  409; 
Sheffield  &  South  Yorkshire  Society  v.  Aizletvood,  4:4:  Ch.  D.  412),  and  it 
would  seem  a  not  unreasonable  view,  though  the  point  has  never  been 
raised,  that  directors  may  claim  relief  under  the  Judicial  Trustees  Act  1896, 
sec.  3  (1),  where  they  have  "acted  honestly  and  reasonably,  and  ought 
fairly  to  be  excused." 

The  other  kind  of  misfeasance  most  common  is  where  directors  make  a 
secret  profit.  The  rule  is  well  settled  that  an  agent  cannot  make  any 
profit  out  of  his  agency  without  the  knowledge  and  consent  of  his  principal, 
and  it  applies  with  peculiar  stringency  between  directors  of  joint  stock 
companies  and  their  shareholders.  A  director  must  not  put  himself  in  a 
position  in  which  interest  and  duty  conflict  {Parker  v.  MKenna,  L.E.  10 
Ch.  96  ;  Boston  Deep  Sea  Fishing  Co.  v.  Ansell,  39  Ch.  D.  339  ;  re  Canadian 
Oil  Works  Corporation,  Hay's  Case,  L.E.  10  Ch.  593 ;  Imperial  Mercantile 
Credit  Association  v.  Coleman,  L.E.  6  Ch.  566 ;  L.E.  6  H.L.  198),  as  by 
accepting  a  present  of  his  qualification  shares  from  the  company's 
vendor  or  promoter  {Hay's  Case,  supra.  Archer's  Case  [1892],  1  Ch.  332 ;  re 
Postage  Stamp  Co.  [1892],  3  Ch.  566),  or  by  taking  a  secret  commission  from 
a  customer  of  the  company  {Boston  Deep  Sea  Fishing  Co.  v.  Ansell,  supra), 
or  by  selling  his  own  property  to  the  company  without  disclosing  his  interest 
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(re  Cape  Breton  Co.,  29  Ch.  D.  795;  North- Western  Transportation  Co.  v. 
Beatty,  12  App.  Cas.  589),  or  by  favouring  himself  in  the  matter  of  calls 
(Alexander  v.  Automatic  Telephone  Co.  [1900],  2  Ch.  56). 

(b)  Nonfeasance,  (c)  Negligence, — Directors  are  also  liable  for  negligence 
in  the  conduct  of  the  company's  business  (Overend,  Gurney,  &  Co.  v.  Gibb, 
L.R.  5  H.L.  480).  "  By  accepting  a  trust  of  this  sort  "  said  Lord  Hardwicke 
in  Charitable  Corporation  v. Sutton,  2  Atk.405),  "a  person  is  bound  to  exercise 
it  with  fidelity  and  reasonable  diligence,"  but  the  negligence  must  be  such 
as  would  make  the  director  liable  in  an  action  (Marzetti's  Case,  28  W.R, 
543).  Imprudence  or  want  of  judgment  is  not  negligence  (ibid.)  Nor  is 
it  negligence  for  directors  in  the  exercise  of  their  discretion  to  allow  calls 
to  remain  unpaid  (re  Liverpool  Household  Stores,  52  L.J.  Ch.  625),  or  not 
to  sue  for  debts  due  to  the  company  (re  Forest  of  Dean  Coal  Mining  Co.  10 
Ch.  D.  452 ;  Turauand  v.  Marshall,  L.R.  4  Ch.  385  ;  re  Wedgeivood  Coal 
and  Iron  Co.  31  W.R.  181).  But  a  director  may  be  liable  who  sigus 
cheques  for  the  company  without  informing  himself  of  the  purpose  for 
which  the  cheques  are  being  given  (Joint  Stock  Discount  Co.  v.  Brown,  L.R. 
8  Eq.  381).  "A  plea  of  ignorance  in  such  a  case  is  a  plea  of  guilty  "  (per 
Lord  Romilly,  Land  Credit  Co.  of  Ireland  v.  Lord  Fermoy,  L.R.  8  Eq.  7  at 
p.  12). 

A  director  is  entitled  to  rely  on  his  subordinates  doing  their  duty  in  the 
absence  of  any  ground  for  suspicion,  and  is  not  liable  if  owing  to  the  fraud 
or  neglect  of  such  subordinates  the  company  sustains  damage  (Dovey  v. 
Cory  [1901],  A.C.  25). 

"  The  charge  of  neglect "  said  Lord  Halsbury,  L.C.,  in  that  case,  "  appears 
to  rest  on  the  assertion  that  Cory,  like  the  other  directors,  did  not  attend 
to  any  details  of  business  not  brought  before  them  by  the  general  manager 
or  the  chairman,  and  the  argument  raises  a  serious  question  as  to  the 
responsibility  of  all  persons  holding  positions  like  that  of  directors,  as  to 
how  far  they  are  called  to  distrust  and  be  on  their  guard  against  the 
possibility  of  fraud  being  committed  by  their  subordinates  of  every  degree. 
It  is  obvious  if  there  is  such  a  duty  it  must  render  anything  like  an 
intelligent  devolution  of  labour  impossible.  Was  Cory  to  turn  himself  into 
an  auditor,  a  managing  director,  a  chairman,  and  find  out  whether  auditors, 
managing  directors,  and  chairman  were  all  alike  deceiving  him  ?  That  the 
letters  of  the  auditors  were  kept  from  him  is  clear.  That  he  was  assured 
that  provision  had  been  made  for  bad  debts,  and  that  he  believed  such 
assurances,  is  involved  in  the  admission  that  he  was  guilty  of  no  moral 
fraud ;  so  that  it  comes  to  this — that  he  ought  to  have  discovered  a  net- 
work of  conspiracy  and  fraud  by  which  he  was  surrounded,  and  found 
out  that  his  own  brother  and  the  managing  director  (who  have  since 
been  made  criminally  responsible  for  frauds  connected  with  their  re- 
spective offices)  were  inducing  him  to  make  representations  as  to  the 
prospects  of  the  concern,  and  the  dividends  properly  payable,  which  have 
turned  out  to  be  improper  and  false.  I  cannot  think  it  can  be  expected  of 
a  director  that  he  should  be  watching  either  the  inferior  officers  of  the 
bank  or  verifying  the  calculations  of  the  auditors  himself.  The  business  of 
life  could  not  go  on  if  people  could  not  trust  those  who  are  put  into 
a  position  of  trust  for  the  express  purpose  of  attending  to  details  of 
management." 

Mere  non-attendance  at  board  meetings  will  not  as  a  general  rule  make 
a  director  liable  (re  Forest  of  Dean  Co.,  10  Ch.  D.  452 ;  Perry's  Case,  34 
L.T.R.  716),  for  there  is  no  obligation  on  a  director  to  attend  every 
meeting,  and  there  is  a  wide  difference,  as  Stirling,  J.,  pointed  out,  between 
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such  non-attendance  and  the  neglect  of  a  duty  which  ought  to  be  performed 
at  such  meetings  (Marquis  of  Bute's  Case  [1892],  2  Ch.  101 ;  re  Denham 
&  Co.,  25  Ch.  D.  752). 

(d)  No  set  off  in  Case  of  Misfeasance. — All  directors  who  join  in  a  mis- 
application of  the  company's  property  are  jointly  and  severally  liable  (re 
Anglo-French  Co-operative  Society,  21  Ch.  D.  501 ;  re  Carriage  Co-operative 
Supply  Association,  27  Ch.  D.  322),  and  there  is  no  right  of  set-off  as 
against  the  company  (ibid.) 

(e)  Unlimited  Liability  of  Directors. — In  the  Companies  Act  1867,  sec.  4, 
the  Legislature  tried  an  experiment  suggested  by  a  French  model.  It 
allowed  persons  in  forming  a  company  with  limited  liability  to  make  the 
liability  of  the  directors  or  managing  director  unlimited.  Notice  of  his 
liability  being  unlimited  was  to  be  given  to  a  director  before  election. 
The  option  met  with  no  acceptance,  however,  in  the  business  world,  and  the 
section  has  from  the  first  been  a  dead  letter. 

(f)  Criminal  Liability. — A  director  of  a  company  who  publishes  any 
written  statement  which  he  knows  to  be  false  in  any  material  particular, 
with  intent  to  defraud  any  shareholder  or  creditor  of  the  company,  or  induce 
any  person  to  become  a  shareholder,  is  liable  under  the  Larceny  Act  1861, 
sec.  84,  to  penal  servitude  or  imprisonment.  A  prospectus  is  a  "written 
statement "  within  this  section  (Queen  v.  Gurney :  Finlayson,  192). 

The  Companies  Act  1900,  sec.  28,  further  provides  that  any  person  who 
in  any  return,  report,  certificate,  balance-sheet,  or  other  document  required 
by  the  Act  wilfully  makes  a  statement  false  in  any  material  particular, 
knowing  it  to  be  false,  is  guilty  of  a  misdemeanour. 

Falsification  of  books  is  punishable  under  sec.  166  of  the  Companies 
Act. 

Liquidators  may,  both  in  a  winding  up  by  the  Court,  and  in  a  voluntary 
winding  up  (Companies  Act,  sees.  167,  168),  institute,  with  the  sanction  of 
the  Court,  criminal  proceedings  against  delinquent  directors  (see  re  Charles 
Denholm  &  Co.,  32  W.R  921 ;  re  Northern  Counties  Bank,  31  W.B. 
546 ;  and  re  Umpire  Fuel  &  Gas  Co.,  W.N.,  1875,  10). 

(11)  Remuneration. — A  company's  Articles  in  nominating  directors 
usually  provide  for  their  remuneration.  This  is  an  authority  to  the  directors 
to  pay  themselves  the  amount  stated  in  the  Articles.  It  is  not,  indeed,  a 
contract  on  which  the  directors  are  entitled  to  sue  the  company  (see  p.  143), 
but  it  may  be  construed  as  an  offer  to  the  directors  to  serve  the  company 
on  certain  terms,  and  if  the  directors  accept  the  offer  and  act  they  may 
claim  the  remuneration  (Snabey  v.  Fort  Darwin  Gold  Mining  Co.,  1  Meg. 
385 ;  Peruvian  Co.  [1894],  3  Ch.  690).  Given  a  contract,  however  con- 
stituted, by  the  company  to  pay  directors  remuneration,  the  directors  are 
entitled  to  sue  the  company  if  it  is  a  going  concern  (Nell  v.  Atlanta  Co.,  11 
T.L.B.  407),  and  in  winding  up  to  prove  in  competition  with  creditors 
(BeckwitKs  Case  [1898],  1  Ch.  324;  A\  Biscuit  Co.,  W.N.  1899,  115; 
Dale  and  Plant,  43  Ch.  D.  255  ;  in  re  Leicester  Club  Co.,  Cannon's  Case, 
30  Ch.  D.  629).  As  to  apportionment  of  a  director's  remuneration  where 
winding  up  intervenes,  see  Salton  v.  New  Beeston  Tyre  Co.  [1899],  1  Ch. 
755;  Central  de  Kapp  Gold  Mines,  69  L.J.Ch.  18;  MConnelVs  Claim 
[1901],  1  Ch.  128;  Lnman  v.  Acroyd,  82  L.T.R  621. 

10.  Capital. — (1)  Generally. — A  company's  nominal  capital  is  the  amount 
which  it  contemplates  as  either  presently  or  in  the  near  future  necessary  or 
desirable  for  the  success  of  the  company's  operations,  and  which  it  designates 
in  its  Memorandum  of  Association.  The  nominal  capital  ranges  from 
£1000  to  £1,000,000.     It  may  not  be  all  issued  at  once  ;  part  may  be,  and 
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often  is,  reserved  for  future  exigencies  of  the  company.  When  issued,  and 
constituting  what  is  known  as  the  "  subscribed  capital,"  it  may  be,  and  often 
is,  only  partly  paid  up.  This  is  the  "  working  capital."  Two  considerations 
arise  on  the  capital  clause :  (a)  Into  what  classes  of  shares  shall  the  capital 
be  divided ;  and  (b)  what  shall  be  the  denomination  of  the  shares  generally 
or  respectively.  As  regards  the  latter,  the  tendency  in  recent  years  has 
been  to  reduce  the  denomination ;  £100  shares  are  rare,  £10  shares  much 
rarer  than  they  were.  The  most  common  denomination  is  £5  and  £1 :  5s. 
shares  and  even  Is.  shares  are  not  unknown.  The  classes  of  shares  into 
which  capital  is  commonly  divided  are  ordinary  shares,  preference  shares, 
and  deferred  shares ;  and,  occasionally,  founders'  shares  and  management 
shares. 

Ordinary  Shares. — Where  the  whole  of  the  capital  consists  of  ordinary 
shares  the  shareholders  are  all  on  an  equality,  and  the  only  difference 
which  can  arise  is  in  the  matter  of  dividend,  where  more  has  been  paid  up 
on  some  of  the  shares  than  on  others. 

(2)  Preference  Shares. — Preference  shares  vary  considerably  in  the 
rights  attached  to  them.  They  may  carry  a  preference  as  to  dividend  only, 
or  as  to  capital  only,  on  a  winding  up  ;  or  they  may  confer  a  preference  as 
to  both  dividend  and  capital.  Sometimes,  again,  the  dividend  is  cumulative, 
and  sometimes  not.  Sometimes  they  are  secured  by  being  stated  in  the 
Memorandum  of  Association ;  sometimes  they  are  created  under  a  power  in 
the  Articles.  What  rights  and  privileges  shall  be  attached  to  preference 
shares — more  or  less — is  a  question  for  the  directors,  having  regard  to  the 
special  circumstances  of  the  company.  It  is  hardly  necessary  to  say  that 
if  preference  shares  are  to  be  taken  up  by  the  public  they  must  be  made 
attractive. 

A  provision  for  a  preferential  dividend  gives  primd  facie  no  right  to 
preference  in  the  distribution  of  surplus  capital  (re  London  India  Rubber 
Co.,  L.E.  5  Eq.  519). 

The  power  of  a  company  to  issue  preference  shares  was  for  many  years 
greatly  narrowed  by  the  decision  in  Hutton  v.  Scarborough  Cliff  Co.,  2  Dr. 
&  Sm.  251.  The  Vice  -  Chancellor  there  held  that  if  a  company's 
Memorandum  of  Association  was  silent  on  the  subject  it  was  not  competent 
to  the  company  to  create  preference  shares,  because  in  such  silence  equality 
was  to  be  implied,  and  being  tacitly  contained  in  the  Memorandum  was 
unalterable.  This  view  has  been  criticised  by  Lord  Macnaughten  in  British 
Corporation  v.  Couper  [1894],  A.G.  399,  at  p.  416,  and  by  Stirling,  J.,  in 
MacEauham  v.  Taylor,  1895,  1  Ch.  55,  but  it  was  not  until  Andrews  v.  Gas 
Meter  Co.  [1897],  1  Ch.  361,  nearly  forty  years  after,  that  this  view  was 
overruled. 

The  fallacy,  according  to  the  Court  of  Appeal,  of  Vice  -  Chancellor 
Kindersley's  view  was  in  assuming  that  the  equality  of  shareholders  arises 
by  implication  from  the  construction  of  the  Memorandum ;  it  arises,  in 
truth,  from  the  implication  which  the  law  raises  between  partners,  unless 
their  contract  has  provided  to  the  contrary  (see  per  Cotton,  L.J.,  in  Guiness  v. 
Land  Corp.  of  Ireland,  22  Ch.  D.  349,  at  p.  377).  The  consequence  of  this 
is,  that  if  the  Memorandum  of  the  company  says  nothing  about  the  matter, 
the  Articles — which  are  the  terms  of  partnership  agreed  to  by  the  share- 
holders inter  se — may  give  a  priority,  and  if,  as  originally  framed,  they  too 
are  silent,  they  may  be  altered  by  special  resolution  so  as  to  give  the  power. 
These  principles  apply  equally  to  the  original  capital,  and  to  any  increase 
of  capital  by  the  issue  of  new  shares.  It  still,  however,  remains  the  law 
that  if  a  company's  memorandum   fixes  a  certain  number  of  preference 
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shares  no  more  can  be  created  (Melhado  v.  Hamilton,  28  L.T.E.  479 ;  29 
L.T.E.  364),  at  all  events  to  rank  in  competition  with  those  provided  for 
by  the  memorandum. 

(3)  Founders  Shares. — Founders'  shares  originated  in  the  private  com- 
panies where  they  had  a  fitness  of  their  own,  and  were  imported  thence  into 
ordinary  companies,  being  found  by  promoters  a  convenient  mode  of  remune- 
rating themselves  or  the  vendors  of  the  company,  or  the  underwriters  of  the 
company's  share  capital,  at  the  expense  of  the  ordinary  shareholder.  The 
rights  attached  to  founders'  shares  are — or  were — various.  It  was  common 
for  them,  though  only  a  few  in  number,  to  take  half  the  net  profits  after 
payment  of  a  seven  per  cent  dividend  on  the  other  shares,  and  being 
generally  secured  by  the  Memorandum  of  Association,  they  could  not  be 
got  rid  of  except  by  a  reconstruction.  A  prospectus  must  now  disclose  the 
number  of  founders'  shares  (if  any),  and  the  nature  and  extent  of  their 
interest  (Companies  Act  1900,  sec.  10  (1)  {a)). 

(4)  Increase,  Consolidation,  and  Conversion. — Any  company  limited  by 
shares  may,  if  authorised  by  its  Articles  as  originally  framed,  or  as  altered 
by  special  resolution,  increase  its  capital  by  the  issue  of  new  shares,  or 
consolidate  and  divide  its  capital  into  shares  of  larger  amount,  or  convert 
its  paid-up  shares  into  stock  (Act,  sec.  12),  or  subdivide  its  shares  (C.A., 
1867,  sec.  21). 

(5)  Reduction  of  Capital. — A  limited  company's  subscribed  capital  being 
the  sole  fund  available  for  payment  of  its  creditors,  the  Companies  Acts 
very  strictly  prohibit  its  reduction '  by  any  voluntary  act  of  the  company, 
and  the  Courts  have  been  equally  strict  in  giving  effect  to  this  policy 
{Trevor  v.  Whitworth,  12  App.  Cas.  409 ;  re  Alexandra  Palace  Co.,  21  Ch. 
D.  160 ;  Stringer's  Case,  L.R.  4  Ch.  488 ;  re  Anglo-French  Exploration  Co., 
71  L.J.,  Ch.  800),  but  the  Legislature  has  recognised  that  a  reduction  of 
capital  may  sometimes  be  necessary,  and  in  these  cases  it  has  permitted  it 
to  be  made  with  the  sanction  of  the  Court,  so  as  to  secure  that  creditors' 
rights  shall  not  be  affected.  The  cancellation  of  unissued  shares  (Companies 
Act  1877,  sec.  5),  the  return  of  capital  and  of  accumulated  profits  on  the 
terms  of  the  unpaid  capital  being  increased  to  a  similar  amount  (Companies 
Act  1880,  sec.  5),  the  forfeiture  of  shares  not  fully  paid  up — these  are  not 
in  any  true  sense  reductions  of  capital.  Hence  no  sanction  is  required  from 
the  Court.     Some  of  the  commoner  cases  of  reduction  are : — 

(a)  Writing  off  lost  capital  (re  Ebhw  Vale  Co.,  4  Ch.  D.  831);  (b) 
Reducing  the  liability  on  shares,  e.g.  from  £10  to  £5  ;  (c)  Paying  off  preference 
shares  out  of  profits  and  cancelling  them  (re  Dicido  Pier  Co.  [1891],  2  Ch. 
354) ;  (d)  Returning  capital  in  excess  of  the  company's  wants  on  the  terms 
of  its  being  liable  to  be  called  up  again  (re  Fort  Street  Warehouse  Co.,  59 
L.T.R.  314). 

There  is  nothing  in  the  Acts  requiring  a  reduction  of  capital  to  be  a 
ratable  all-round  reduction,  though  primd  facie  it  should  be  so  in  the 
absence  of  a  contract  to  the  contrary  between  the  shareholders  (re  Barrow 
Hematite,  39  Ch.  D.  582;  re  Agricultural  Hotel  Co.,  39  W.R.  218;  re 
American  Pastoral  Co.,  62  L.T.R.  625) ;  e.g.  a  company  that  has  lost 
capital  may  write  it  off  the  ordinary  and  not  the  preference  shares  (re 
Quebrada  Copper  Co.,  40  Ch.  D.  363,  and  see  Bannatync  v.  Direct  Spanish 
Telegraph  Co.,  34  Ch.  D.  303).  The  Court  must  see  that  there  is  no  un- 
fairness, but  subject  to  that  it  has  the  widest  discretion  as  to  sanctioning  a 
reduction  (British  and  American  Corp.  v.  Coupe  r  [1894],  A.C.  399;  re 
Barroiu  Haematite  Steel  Co.  [1900],  2  Ch.  846 ;  re  Credit  Assurance  Cor- 
poration, 71  L.J.Ch.,  775). 
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"Where  the  proposed  reduction  does  not  involve  the  diminution  of  any 
liability  in  respect  of  unpaid  capital,  creditors  are  not  entitled  to  object  (Com- 
panies Act  1877,  sec.  4).  -Writing  off  lost  capital,  or  capital  not  represented 
by  available  assets,  does  not  involve  any  such  diminution,  and  therefore 
obtaining  the  sanction  of  the  Court  is  in  these  cases  a  much  simpler  affair, 
but  the  Court  requires  very  clear  proof  that  the  capital  has  in  fact  been  lost 
(re  Barrow  Hematite  Steel  Co.  [1900],  2  Ch.  846 ;  No.  2  [1901],  2  Qh.  746). 
In  other  cases  a  very  elaborate  machinery  has  to  be  resorted  to,  to  ascertain 
creditors  and  obtain  their  consent,  or  pay  off  such  as  do  not  consent.  The 
order,  if  obtained,  must  be  advertised  (London  Steamboat  Co.,  31  W.R.  781), 
and  a  minute,  showing  the  amount  of  the  capital  as  reduced,  registered  with 
the  Registrar  of  Joint  Stock  Companies  (re  SocUtS  Frangaise  des  Asphaltes, 
48  L.T.R.  410),  and  the  words  "and  Reduced"  added  to  the  company's 
name,  and  used  for  about  a  month  from  the  date  of  the  order. 

11.  Membership  in  a  Company. — Section  23  of  the  Companies  Act 
1862  defines  who  are  members  of  a  company.  The  definition,  without 
being  exhaustive,  deals  with  two  classes  of  persons  and  declares  them 
members :  (1)  Persons  who  have  subscribed  the  company's  Memorandum 
of  Association  are  members  of  the  company  ;  and  (2)  Persons  who  have 
agreed  to  take  shares  in  the  company,  and  whose  names  have  been  entered 
on  the  Register  of  Members,  are  members.  By  members  is  here  meant 
persons  who  have  acquired  the  full  status  of  membership. 

(1)  Subscribers  of  Memorandum. — Subscribers  of  the  Memorandum  be- 
come ipso  facto  members  on  incorporation.  No  allotment  is  necessary  to 
make  them  members,  and  no  entry  on  the  Register,  though  their  names  are 
by  the  Act  to  be  entered  thereon.  They  are  bound,  however  long  a  time  has 
elapsed,  to  take  the  shares  they  have  signed  for  from  the  company,  and  to 
pay  for  them  on  call  made  (Alexander  v.  Automatic  Co.  [1900],  2  Ch.  63). 
Buckley,  J.,  has  lately  decided  that  a  subscriber  of  the  Memorandum  cannot 
escape  liability  on  the  ground  that  he  has  been  induced  to  take  the  shares 
by  fraud  or  misrepresentation  (re  Metals  Constituents  Co.  [1902],  1  Ch. 
707).  There  is  a  moral  fitness  about  this,  because  the  subscriber  of  a 
company's  Memorandum  identifies  himself  in  a  peculiar  way  with  the 
credit  and  fortunes  of  the  company. 

(2)  Members  by  Agreement. — The  other  class  of  members  consists  of  per- 
sons who  have  agreed  to  become  members,  and  whose  names  have  been 
entered  on  the  Register  of  Members.  An  agreement  to  take  shares  is  not 
by  itself  enough  to  confer  the  full  status  of  membership  (NicoVs  Case,  29 
Ch.  D.  421).  There  must  also  be,  as  a  condition  precedent,  entry  of  the 
person's  name  on  the  Register.  The  rationale  of  this  requirement  is  that  an 
agreement  to  take  shares  rests  in  fieri ;  it  is  a  contractual  obligation  which 
the  Court  may  or  may  not  think  fit  to  enforce  specifically,  but  so  soon  as 
the  contract  is  completed  by  the  entry  of  the  shareholder's  name  on  the 
Register  a  new  factor  enters  into  the  situation.  The  shareholder  is  held  out 
to  the  world  as  a  person  whom  all  creditors  of  the  company  have  a  right  to 
look  to  as  a  contributory  for  payment  of  their  debts — that  is,  he  is  a  member 
of  the  company.  It  must  not,  however,  be  supposed  that  mere  entry  of  a 
person's  name  without  an  agreement — whatever  be  the  effect  of  entry  as 
regards  creditors — can  render  him  liable. 

An  agreement  to  take  shares  is  like  any  other  agreement  constituted 
by  offer,  acceptance,  and  notice  of  acceptance  (NicoVs  Case,  29  Ch.  D.  421 ; 
re  Scottish  Petroleum  Co.,  23  Ch.  D.  430).  The  offer  usually,  but  not  neces- 
sarily (Fxpt.  Blooiam,  33  Beav.  529a ;  Levita's  Case,  I.R.,  3  Ch.  36),  takes 
the  form  of  an  application  in  writing  by  the  applicant  to  the  company  to 
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allot  him  a  certain  number  of  shares  in  the  company  on  the  terms  of  the 
company's  prospectus,  and  he  agrees  to  take  that  number,  or  any  less 
number  the  company  may  allot  him,  and  to  pay  for  the  same  as  and  when 
required.  It  is  necessary  to  say  "  any  less  number,"  otherwise  the  applicant, 
if  less  were  allotted,  might  repudiate  the  allotment  as  not  in  accordance 
with  the  application.  An  application  may  be  withdrawn,  either  in  writing, 
or  orally,  at  any  time  before  acceptance  is  notified  to  the  applicant  {Tru- 
man s  Case  [1894],  2  Ch.  272).  A  person  who  applies  for  shares  in  a 
fictitious  name  is  as  much  liable  as  if  he  did  so  in  his  real  name  (Bute's 
Case,  L.E.  13  Eq.  566). 

(a)  Effect  of  Infancy. — An  infant  taking  shares  is  in  the  same  position 
as  an  infant  acquiring  real  estate  or  any  other  permanent  interest,  the 
capacity  to  buy  being  for  the  infant's  benefit.  But  he  is  not  deprived  of 
the  right  which  the  law  gives  every  infant  of  repudiating,  and  if  he  does  so 
the  purchase  is  at  an  end,  and  with  it  the  infant's  liability  to  pay  calls, 
even  though  the  repudiation  may  not  have  taken  place  till  the  call  was 
due.  If  the  infant  does  not  repudiate  within  a  reasonable  time  after 
coming  of  age  he  is  bound  :  a  fortiori,  if  he  acts  so  as  to  evince  an  intention 
to  be  bound  {North-  Western  Railway  Company  v.  M Michael,  6  Ex.  273 ; 
Newry  and  Enniskillen  Railway  Company  v.  .Combe,  3  Ex.  565  ;  Whitting- 
ham  v.  Murdy,  60  L.T.R,  969). 

The  Infants'  Eelief  Act  1876  does  not  apply  to  a  vested  interest  of  a 
permanent  character  such  as  an  infant  shareholder  acquires  on  being 
registered  {Whittingliam  v.  Murdy,  60,  supra;  and  see  Lumsden's  Case,  4 
Oh.  31 ;   Wilson's  Case,  8  Eq.,  240 ;  Ebbett's  Case,  5  Ch.  302). 

{b)  Conditional  Applications  for  Shares. — Applications  for  shares  are 
sometimes  accompanied  with  a  condition  {Perrett's  Case,  L.E.  15  Eq.  250  ; 
Howard's  Case,  L.E.  1  Ch.  561  ;  Mogridge's  Case,  57  L.J.  Ch.  932 ; 
Pellatt's  Case,  L.E.  2  Ch.  527).  In  such  a  case  an  allotment  of  shares 
simpliciter  is  not  an  acceptance  {Shackleford's  Case,  L.E.  1  Ch.  570w; 
Rogers'  Case,  L.E.  3  Ch.  633) ;  the  parties  are  not  ad  idem.  The  material 
point  in  regard  to  conditional  application  is,  whether  the  condition  is  a 
condition  precedent  or  a  condition  subsequent.  If  it  is  a  condition  pre- 
cedent there  is  no  contract  until  the  condition  is  complied  with,  and  the 
applicant,  even  though  put  on  the  Eegister,  is  not  liable  as  a  shareholder  and 
contributory  on  a  winding  up  {Mainwaring's  Case,  2  De  G.  M.  &  G.  66  ; 
Harrison's  Case,  L.E.  3  Ch.  633 ;  Wood's  Case,  3  De  G.  &  J.  85).  On  the 
other  hand,  if  the  condition  is  a  condition  subsequent,  the  applicant,  on 
allotment  and  entry  of  his  name  on  the  Eegister,  becomes  a  shareholder  and 
contributory.  Instances  of  conditions  precedent  will  be  found  in  Rankin  v. 
Hop  and  Malt  Exchange  Co.,  20  L.T.  207  ;  Perrett's  Case,  supra ;  Harwood's 
Case,  20  L.T.E.  736;  Wheatcroft's  Case,  29  L.T.E.  324;  Arnot's  Case, 
36  Ch.  D.  709  ;  and  Pellatt's  Case,  supra ;  instances  of  conditions  subsequent 
and  collateral  are  Elkington's  Case,  L.E.  2  Ch.  511 ;  Fisher's  Case,  31  Ch. 
D.  120;  Bridger's  Case,  L.E.  5  Ch.  305;  Gore  &  Durant's  Case,  L.E. 
2  Eq.  349. 

(3)  Allotment. — A  company's  usual  mode  of  accepting  an  application 
for  shares  is  by  sending  a  letter  of  allotment,  but  acceptance  may  be 
evidenced  in  other  ways  than  by  allotment  {Best's  Case,  2  De  G.  J.  & 
S.  656).  Allotment  is  the  appropriation  to  the  applicant  by  a  resolution 
of  the  directors  of  a  certain  number  of  shares.  As  to  directors  grc-ing  to 
allotment  see  p.  174. 

An  application  for  shares  must  be  accepted  within  a  reasonable  time : 
otherwise  the  applicant  is  released.     Thus,  in  Ramsgate  Victoria  Hotel  v. 
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Goldsmid  (L.R.  1  Ex.  109),  an  acceptance  on  23rd  November  of  an  appli- 
cation made  the  8th  of  January  was  held  not  binding. 

An  acceptance  must  also  be  unconditional.  If  it  introduces  a  new 
term  it  is  not  an  acceptance,  but  a  new  offer  (Duke  v.  Andrew,  2  Ex.  290 ; 
Expt.  Capper,  19  L.J.  Ch.  394;  Jackson  v.  Turquand,  39  L.J.  Ch.  17; 
Wynris  Case,  L.K.  8  Ch.  1002;  Pentelow's  Case,  L.R  4  Ch.  178). 

The  contract  to  take  shares  is  not  complete  until  the  company's 
acceptance  has  been  communicated  to  the  allottee.  This  is  usually  done 
by  a  letter  of  allotment.  But  writing  is  not  necessary  (Gunn's  Case, 
L.K.  3  Ch.  40 ;  Sahlgreen  &  CarralVs  Case,  L.R.  3  Ch.  323 ;  Reidpath's 
Case,  L.R.  11  Eq.  89),  nor  is  a  formal  notice  (Richards  v.  Home  Assurance 
Association,  L.R.  6  C.P.  591,  and  Levita's  Case,  L.R.  1  Ch.  36).  Notice 
from  any  source  if  brought  home  to  the  applicant  will  bind  him  (  Wallis' 
Case,  L.R.  4  Ch.  325*0- 

When  an  application  for  shares  is  sent  by  post  the  contract  is  complete 
as  soon  as  a  letter  from  the  company  accepting  the  offer  is  put  into  the 
post,  though  the  letter,  in  fact,  never  reaches  the  applicant,  the  principle 
being  that  the  applicant  has  constituted  the  post  office  his  agent  to  deliver 
the  offer  and  receive  the  notice  of  acceptance  (Household  Fire  Insurance 
Co.  v.  Grant,  L.R.  4  Ex.  D.  216 ;  Henthorn  v.  Fraser  [1892],  2  Ch.  27),  but 
handing  the  allotment  letter  to  a  postman  outside  the  course  of  his  duty  is 
not  enough  (Expt.  Jones  [1900],  1  Ch.  220).  Entry  on  the  Register  com- 
pletes the  shareholder's  title.  As  to  rescission  of  the  agreement  for  misre- 
presentation or  fraud,  see  p.  172. 

(4)  Register  of  Members. — The  Register  of  members  which  every  com- 
pany is,  by  the  Companies  Act,  sec.  25,  required  to  keep,  plays  an  important 
part  in  the  scheme  of  our  company  system.  It  shows  who  are  the  persons 
to  whom  those  dealing  with  the  company  have  a  right  to  look,  what  the 
members  have  paid  on- their  shares,  and  what  they  have  still  to  pay  (Oakes 
v.  Turquand,  L.R.  2  H.L.  366  ;  SewelVs  Case,  L.R.  3  Ch.  138).  Hence  it 
is  required  to  be  open  to  inspection  by  the  public  at  the  company's  office 
on  payment  of  Is. ;  and  that  it  may  truly  represent  the  membership  or 
constituency  of  the  company  provision  is  made  (C.A.,  sec.  35)  for  the  Court 
rectifying  it  from  time  to  time  in  a  summary  way,  not  only  as  between  the 
company  and  a  member,  but  between  member  and  member  (see  Stranton 
Iron  Co.,  L.R.  16  Eq.  559 ;  re  Bahia  &  Co.,  L.R.  3  Q.B.  584;  Expt.  Shaw, 
2  Q.B.D.,  463;  Homer  District  Gold  Mines,  42  Ch.  D.  160;  Portuguese 
Consolidated  Mines,  42  Ch.  D.  160).     The  application  is  by  motion. 

(5)  Certificates  of  Shares. — Every  member  of  a  company  is  entitled 
under  Table  A.  cl.  2,  and  under  most  forms  of  Articles,  to  a  certificate 
evidencing  his  title  to  the  shares.  The  object  of  a  share  certificate  is  to 
facilitate  dealing  in  the  shares,  and  is  a  representation  to  all  the  world  that 
the  person  to  whom  the  certificate  is  given  is  a  shareholder  in  the  com- 
pany ;  it  arms  the  shareholder  with  the  powers  of  holding  himself  out  as 
the  owner  of  the  shares,  and  the  company  having  furnished  him  with  such 
indicia  of  title  is  estopped  from  denying  the  truth  of  the  statements  therein 
contained  (re  Bahia  &  San  Francisco  Railway  Co.,  L.R.  3  Q.B.  593 ;  Shrop- 
shire Union  Co.  v.  The  Queen,  L.R.  7  H.L.  509 ;  Pickard  v.  Sears,  6  Ad.  and 
Eq.  467).  Cases  of  estoppel  under  this  principle  fall  into  two  classes :  (a) 
cases  of  estoppel  as  to  title  to  shares  (re  Bahia  &  San  Francisco  Railway 
Co.,  supra, ;  Barton  v.  London  &  N.  W.  Railway  Co.,  38  Ch.  D.  144;  Colonial 
Bank  v.  Cady,  15  App.  Cas.  267 ;  Ottos  Kopje  Diamond  Mines  [1893],  1  Ch. 
618;  Tomkinson  v.  Balkis  Co.  [1893],  A. C.  396;  Dixon  v.  Kennaway  and 
Co.  [1900],  1  Ch.  833) ;  and  (b)  cases  as  to  payment  on  shares  (Burkinshaw 
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v.  Nicolls,  3  App.  Cas.  1004;  Bloomenthal  v.  Ford  [1897],  A.C.  162;  Par- 
bury's  Case  [1896J,  1  Ch.  100).  A  transferee  who  knows  the  representation 
is  not  correct  cannot  invoke  the  doctrine  of  estoppel  in  his  favour  {Crick- 
mer's  Case,  L.R.  10  Ch.  614),  but  the  onus  of  proving  notice  is  on  those  who 
allege  it  {re  Hall  &  Co.  37  Ch.  D.  712).  A  share  certificate  does  not 
require  any  stamp  {Queen  v.  Morton,  L.R  2  C.C.R.  22). 

(6)  Calls. — A  shareholder  is  bound  to  pay  up  his  shares  in  full 
(C.A.,  sec.  16),  but  he  is  not,  since  the  repeal  of  sec.  25  of  the  Companies 
Act  1867  by  the  Companies  Act  1900,  sec.  33,  bound  to  pay  them  up  in 
cash,  and  as  regards  the  amount,  time,  and  place  of  payment  he  is  only 
bound  to  pay  in  the  manner  required  by  the  terms  of  issue  or  the  regulations 
of  the  company.  The  terms  of  issue  usually  provide  for  payment  of  certain 
sums  on  application  and  allotment.  These  instalments  payable  under  the 
terms  of  issue  are  not  calls  {Croskey  v.  Bank  of  Wales,  4  Giff.  314 ;  Alexander 
v.  Automatic  Telephone  Co.  [1900],  2  Ch.  56).  Calls  are  demands  made  by  a 
resolution  of  directors  for  payment  by  the  shareholder  of  the  amount,  or 
any  portion  of  the  amount,  due  on  the  shares  held  by  him.  The  power  to 
make  calls  vested  in  the  directors  is  in  the  nature  of  a  trust,  and  must  be 
exercised  by  them  solely  for  the  benefit  of  the  company  {Gilbert's  Case, 
L.R.  5  Ch.  559 ;  Alexander  v.  Automatic  Telephone  Co.,  supra),  but  the 
Court  will  not,  in  the  absence  of  fraud,  interfere  with  the  discretion  of 
directors  in  making  a  call.  To  make  a  valid  call  the  directors  making  it 
must  be  duly  appointed  {Howbeach  Coal  Co.  v.  Teague,  5  H.  &  N.  151), 
the  board  meeting  duly  convened  {Garden  Gully  United  Quartz  Mining 
Co.  v.  M Lister,  1  App.  Cas.  46 ;  Faure  Electric  Accum.  Co.  v.  Phillipart,  58 
L.T.  525),  and  the  proper  quorum  present  {Austins  Case,  24  L.T.  932).  The 
resolution  for  the  call  must  specify  the  amount  of  the  call,  the  time  and 
place  of  payment,  and  to  whom  the  call  is  to  be  paid  {re  Cawley  &  Co.,  42 
Ch.  D.  209),  otherwise  the  call  is  not  enforceable.  The  notice  of  a  call  is 
usually  fourteen  or  twenty-one  .days.  Articles  sometimes  limit  the  amount 
of  a  call;  or,  again,  provide  that  calls  shall  only  be  made  at  certain 
intervals. 

(7)  Transfer  of  Shares. — {a)  Generally. — Shares  are,  by  sec.  22  of  the 
Companies  Act  1862,  made  "capable  of  being  transferred  in  manner 
provided  by  the  regulations  of  the  company."  If  the  regulations  place  no 
restriction  on  the  right  of  transfer  it  is  absolutely  unfettered  {Caioley  & 
Co.  42  Ch.  D.  209),  and  the  shareholder  may  transfer  his  unpaid  shares  to 
a  pauper  with  the  avowed  object  of  evading  liability  {re  Taurine  Co.,  25 
Ch.  D.  118).  Directors  have  no  inherent  discretion  to  refuse  to  pass  a 
transfer  {Gilbert's  Case,  5  Ch.  565).  Hence  the  advisability  of  reserving  to 
the  company  a  control  over  the  transfer  of  shares  has  long  been  recognised, 
and  a  clause  is  now  always  inserted  in  Articles  for  this  purpose,  authorising 
directors  to  refuse  registration  of  a  transfer  where  the  company  has  a  lien 
upon  the  shares,  andm  case  of  shares  not  fully  paid  a  transfer  to  a  transferee 
of  whom  the  directors  do  not  approve.  The  qualification  in  italics  must 
be  used  when  a  quotation  od  the  London  Stock  Exchange  is  desired.  In 
private  companies  the  clauses  restricting  transfers  are  of  a  very  special 
character,  often  giving  a  right  of  pre-emption.  A  power  to  refuse  transfer 
being  in  derogation  of  a  proprietary  right  is  construed  strictly  {Bentham 
Mills  Spinning  Co.,  11  Ch.  D.  900).  It  does  not  apply,  unless  so  expressed, 
to  a  person  claiming  by  transmission  as  a  trustee  in  bankruptcy  or  an 
executor  {re  Bentham  Mills  Spinning  Co.,  supra).  It  is  a  fiduciary  power, 
and  in  exercising  it  directors  must  not  act  arbitrarily  or  capriciously  {re  Bell 
Brothers,  65  L.T.  245).     They  are  not  bound  to  give  their  reasons,  and  no 
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mi  favourable  inference  will  be  drawn  from  their  declining  to  do  so  ;  but  if 
they  do  give  their  reasons,  and  the  reasons  are  bad,  or  if  they  are  shown  to 
be  acting  otherwise  than  bond  fide,  the  Court  will  review  their  discretion 
{Ceylon  Land  &  Produce  Co.,  7  T.L.R.  692 ;  re  Bell  Brothers,  supra ; 
Moffatt  v.  Farquhar,  7  Ch.  D.  605).  Directors  cannot  refuse  a  transfer 
because  they  disapprove  of  the  purpose  for  which  it  is  made — for  instance,  to 
multiply  votes,  if  there  is  no  objection  to  the  transferee  (Pender  v. 
Lushington,  6  Ch.  D.  70).  It  is  an  abuse  of  the  power  to  refuse  to  allow 
any  transfer  at  all,  for  that  is  a  confiscation  of  property  (Robinson  v. 
Chartered  Bank.  L.E,  1  Eq.  32).  On  a  sale  of  shares,  according  to  the 
custom  of  the  Stock  Exchange  (making  the  price  payable  on  the  seller 
handing  over  a  duly  executed  transfer  and  the  certificates),  there  is  no 
implied  guarantee  by  the  seller  that  the  directors  shall  accept  the  buyer  as 
a  transferee,  and  that  if  they  do  not  so  accept  him  the  price  shall  be 
refunded  (London  Founders'  Association  v.  Clarke,  20  Q.B.D.  576).  If 
the  buyer  wishes  to  protect  himself  he  must  buy  with  "  registration 
guaranteed." 

(b)  Mode  and  Form  of  Transfers. — This  is  regulated  by  the  Articles, 
and  commonly  corresponds  with  the  form  given  in  clause  9  of  Table  A., 
which  does  not  require  a  deed.  It  is  more  convenient,  however,  to 
substitute  for  the  words  shall  be  transferred  there  used  the  words  "  may  be 
transferred,"  as  less  rigid.  Clause  8  of  Table  A.  is  also  usually  followed, 
requiring  the  transfer  to  be  executed  by  both  | transferor  and  transferee. 
Where  there  are  joint  holders  a  transfer  must  be  executed  by  all.  A 
married  woman  as  a  feme-sole  can  transfer  without  her  husband.  Infants 
and  lunatics  can  only  transfer  under  an  order  of  the  Court.  Where  two 
executors  are  registered  as  shareholders  both  must  execute  the  transfer 
(Barton  v.  North  Staffordshire  Baihvay  Co.,  38  Ch.  D.  458).  The  course  of 
proceeding-  on  a  transfer  is  for  the  transferor  to  execute  the  transfer  and 
then  to  hand  it  to  the  transferee  or  his  broker,  with  the  certificates  of  title. 
It  is  then  executed  by  the  transferee  and  deposited  with  the  company  for 
registration.  Until  registration  the  transferor  remains  liable  to  the 
company,  but  with  a  right  to  be  indemnified  by  the  transferee  against  all 
calls  and  liability  subsequent  to  the  date  of  the  transfer  (Maxted  v.  Paine, 
L.E.  6  Ex.  134;  Levi  v.  Ayres,  3  App.  Cas.  852).  In  registering  a  transfer 
it  often  happens  that  the  transferee's  certificate  includes  more  shares  than 
those  which  are  being  sold.  When  this  is  the  case  the  practice  is  for  the- 
transferor  to  lodge  the  certificate  with  the  company,  and  to  get  the 
secretary  to  endorse  on  the  transfer  a  memorandum  stating  that  a 
certificate,  including  the  shares  mentioned  in  the  transfer,  has  been  lodged. 
A  certification  of  this  kind  is  not  a  warranty  of  the  transferor's  title,  but  it 
is  accepted  by  the  rules  of  the  London  Stock  Exchange  as  good  delivery  of 
the  shares  without  the  certificate,  and  the  company  is  estopped  from 
disputing  its  secretary's  representation  (Bishop  v.  Balkis  Consolidated  Co., 
25  Q.B.D.  512;  re  Concessions  Trust  [1896],  2  Ch.  757),  but  not,  it  seems, 
if  the  secretary's  representation  was  false  and  fraudulent  (George  While- 
church,  Lim.  v.  Cavanagh  [1902],  A.C.  117).  Shares  in  a  company 
domiciled  abroad,  e.g.,  in  the  United  States,  can  only  be  transferred  by  an 
instrument  effectual  by  the  law  of  the  United  States  for  that  purpose 
(Colonial  Bank  v.  Cady,  15  App.  Cas.  281). 

(c)  Forged  Transfers. — Where  a  transfer  is  forged  and  the  company  acts 
on  it,  the  true  owner's  title  is  not  affected,  and  he  has  a  right  to  bring  an 
action  against  the  company  to  compel  it  to  reinstate  him  (Davis  v.  Bank 
of  England,  2  Bing.  393 ;  Johnston  v.  Benton,  L.R.  9  Eq.  181  ;  Barton  v. 
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North  Staffordshire  Railway  Co.,  36  W.K.  754 ;  Simon  v.  Anglo-American 
Telegraph  Co.,  5  Q.B.D.  214).  But  the  company  renders  itself  liable  in 
damages  by  estoppel  to  the  person  registered  under  the  forged  transfer  if 
it  issues  him  a  certificate  of  title  by  which  he  is  enabled  to  hold  himself  out 
to  a  bond  fide  buyer  as  the  owner  of  the  shares  {re  Bahia  Co.,  L.K.  3  Q.B. 
595  ;  Tomkinson  v.  Balkis  Cos.  [1893],  A.C.  396 ;  Bloomenthal  v.  Ford 
[1897],  App.  Cas.  156).  Having  paid  damages,  the  company  has  a  right  of 
indemnity  against  the  transferee  under  the  forged  transfer  {Corporation  of 
Sheffield  v.  Barclay).  The  Forged  Transfer  Acts  1891  and  1892  give 
companies  power  now  to  pay  compensation — which  would  have  previously 
been  ultra  vires  — to  persons  who  have  suffered  loss  through  the  forgery  of 
transfers. 

{d)  Transfers  in  Winding  Up. — All  transfers  of  shares  made  between 
the  commencement  of  a  winding  up  by  the  Court,  or  under  supervision, 
and  the  order  for  winding  up,  are  by  sec.  153  of  the  Companies  Act  1862 
void  unless  the  Court  otherwise  orders ;  "  as  the  tree  falls  so  it  must  lie." 
Thus  the  Court  will  not,  if  a  sale  of  shares  is  incomplete  by  registration 
before  the  commencement  of  the  winding  up,  complete  it  by  putting  the 
buyer  on  the  Eegister  {Fmmerson's  Case,  L.R.  1  Ch.  433  ;  re  Omvard  Building 
Soc.  [1891],  2  Q.B.  463).  The  same  principle  applies  to  the  case  of  a 
voluntary  winding  up,  but  in  that  case  it  is  the  voluntary  liquidator — not 
the  Court — who  must  give  his  sanction  to  the  transfer  {re  National  Bank 
of  Wales  [1897],  1  Ch.  298  ;  and  see  Violet  Consolidated  Gold  Mining  Co., 
68  L.J.  Ch.  535). 

{e)  Blank  Transfers. — Blank  transfers  are  transfers  executed  with  a 
blank  for  the  name  of  the  transferee.  They  are  a  convenient  mode  of 
securing  short  loans  from  bankers  and  others.  The  blank  transfers  are 
deposited  by  the  shareholder  with  the  lender,  accompanied  by  the  certifi- 
cates, and  the  lender  is  entitled,  when  the  loan  is  repayable,  to  fill  them  in 
with  his  own  name  and  get  himself  registered,  but  he  can  only  transfer  for 
the  amount  of  the  loan  {France  v.  Clark,  26  Ch.  D.  257 ;  Powell  v.  London 
&  Provincial  Bank  [1893],  2  Ch  555 ;  Fox  v.  Martin,  4  L.J.  Ch.  473). 
If  the  shares  are  only  transferable  by  deed  a  difficulty  arises,  for  the 
transfer  has  to  be  redelivered  after  the  blank  is  filled  up,  a  blank  transfer 
being  void  as  a  deed  {HibUewhite  v.  MMorine,  6  M.  &.  W.  200 ;  SocUU 
GSnSrale  de  Paris  v.  Tramways  Union  Co.,  11  App.  Cas.  20). 

Transfers  to  Infants. — As  to  these  see  Parsons'  Case,  8  Eq.  656 ; 
Curtis  Case,  6  Eq.  455  ;  Capper's  Case,  3  Ch.  458  ;   Weston's  Case,  5  Ch.  614. 

Stock  Exchange  Contracts. — As  to  these  see  Perry  v.  Barnett,  15  Q.B.D. 
388 ;  Nickalls  v.  Merry,  7  H.L.  530 ;  Coles  v.  Bristowe,  4  Ch.  3 ;  Maxted  v. 
Paine,  L.E.  6  Ex.  168 ;  Cruse  v.  Paine,  4  Ch.  441 ;  London  Founders' 
Association  v.  Clarke,  20  Q.B.D.  576. 

(8)  Transmission  of  Shares.  —  When  a  shareholder  dies  his  estate 
remains  liable  to  the  same  extent  as  the  shareholder  himself  would  have 
been  if  living.  It  is  entitled,  by  the  hand  of  his  personal  representative, 
to  receive  dividends,  and  is  liable  to  pay  calls.  Under  Articles  as 
commonly  framed  the  personal  representative — executor  or  administrator — 
has  an  option.  He  may  either  get  himself  registered  (Table  A.  art.  12), 
in  which  case  he  becomes  personally  liable,  or  he  may,  under  sec.  24  of  the 
Companies  Act  1862,  transfer  the  shares  without  getting  registered,  but  he 
must  in  either  case  prove  his  title  to  the  satisfaction  of  the  company  by 
production  of  probate  or  letters  of  administration,  and  if  the  deceased 
shareholder  was  domiciled  abroad,  by  an  English  probate  or  letters  of 
administration    {Fernandez'   Fxecutor,  5    Ch.    314;    A.   G.  v.   New    York 
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Breweries  [1899],  A.C.  62).  As  to  Colonial  probate,  see  Colonial  Probate 
Act  1892.  A  trustee  in  bankruptcy  may,  under  most  Articles,  get  himself 
registered  in  the  place  of  the  bankrupt  under  Table  A.  art  13,  or  he  may, 
under  sec.  50  (3)  of  the  Bankruptcy  Act  1883,  transfer  the  shares  subject 
to  the  same  conditions  as  those  on  which  the  bankrupt  held  them  (see  also 
W.  Key  &  Son,  Lim,  [1902],  1  Ch.  467).  If  the  shares  are  onerous  the 
trustee  may  disclaim  under  sec.  55  of  the  Bankruptcy  Act  1883.  As  to  the 
measure  of  damages  in  such  a  case  see  re  Hallett,  W.N.,  1894,  156,  and  re 
Hooley  [1899],  2  Q.B.  579).  A  power  reserved  to  directors  under  the 
Articles  to  refuse  to  register  a  transfer  of  shares  made  by  a  member  who  is 
indebted  to  it  is  not  available  against  a  person  claiming  by  transmission — 
for  instance,  an  executor  or  a  trustee  in  bankruptcy  (re  Bentham  Mills 
Spinning  Co.,  11  Ch.  D.  900).  Having  regard  to  this  decision  it  may  be 
desirable  to  enlarge  the  scope  of  the  "  approval "  article  to  cover  cases  of 
transmission. 

(9)  Forfeiture  of  Shares. — A  company  has  no  inherent  power  to  forfeit 
shares  (Clark  v.  Hart,  6  H.L.C.  633).  Such  a  power  must  be  given  by  the 
regulations  (Daivkins  v.  Antrobus,  17  Ch.  D.  634 ;  Allan  v.  Gold  Beefs  of 
West  Africa  [1900],  1  Ch.  656).  Provisions  for  forfeiture  of  shares  are 
usual,  and,  if  duly  and  bond  fide  called  into  operation,  perfectly  legal 
(Marshall  v.  Glamorgan  Ivory  Co.,  L.E.  7  Eq.  136),  but  not  every  article 
for  this  purpose  is  legitimate.  An  article,  for  instance,  forfeiting  the 
shares  of  a  shareholder  who  commences  or  threatens  an  action  against 
the  company  or  the  directors  on  payment  to  the  shareholder  of  the  full 
market  value  of  his  shares  is  bad  (Hope  v.  International  Financial  Society, 

4  Ch.  D.  327,  and  see  Gowers  Case,  L.E.  6  Eq.  77). 

Table  A  contains  a  series  of  clauses  providing  for  forfeiture  of  shares  on 
non-payment  of  calls,  and  similar  clauses  are  contained  in  most  Articles. 
Notice  is  to  be  served  on  the  defaulting  shareholder,  naming  a  day  and 
place  for  payment,  and,  if  not  complied  with,  the  shares  may  be  forfeited 
by  a  resolution  of  the  directors.  Shares  so  forfeited  become  the  property 
of  the  company,  and  may  be  disposed  of  as  the  company  in  general  meeting 
thinks  fit ;  but  the  shareholder  still  remains  liable  to  pay  all  calls  owing  at 
the  date  of  forfeiture.  A  power  to  forfeit  shares  is  a  fiduciary  power,  and 
must  be  exercised  solely  for  the  benefit  of  the  company  (re  London  & 
County  Assurance  Co.,  27  L.J.  Ch.  666).  A  collusive  forfeiture  made  by 
directors  to  enable  a  shareholder  to  escape  liability  is  an  abuse  of  the  power 
and  a  fraud  on  the  other  shareholders  (Sahlgreen  &,  CarralVs  Case,  L.E. 
3  Ch.  328 ;  Spademan  v.  Evans,  L.E.  3  H.L.  186 ;  Esparto  Trading  Co.'s 
Case,  12  Ch.  D.  191;  Lord  Wallcourt's  Case,  W.N.  [1899],  258).  In 
exercising  the  power  directors  must  be  careful  to  comply  strictly  with  the 
requirements  of  the  Articles,  otherwise  the  forfeiture  will  be  invalid  (Garden 
Mining  Co.  v.  M'Alister,  1  App.  Cas.  39 ;  Johnson  v.  Lyttle's  Iron  Agency, 

5  Ch.  D.  687 ;  Faure  Electric  Accumulator  Co.  v.  Philliport,  28  L.J.  525  ; 
Watson  v.  Sales,  23  Bear.  294).  Although  directors'  powers,  speaking 
generally,  cease  on  a  voluntary  winding  up,  the  liquidator  can,  under  sec. 
133  (5),  invoke  their  aid  to  declare  a  forfeiture  (re  Fairbairn  Engineering 
Co.  [1893],  3  Ch.  400). 

A  sale  of  forfeited  shares  by  directors  is  not  an  issue  of  shares,  and 
therefore  the  directors  can  give  credit  for  the  money  already  received  in 
respect  of  the  shares  (Morrison  v.  Trustees'  Executors  Co.,  68  L.J.  Ch.  11, 
79  L.T.  605) :  under  an  article  depriving  a  member  in  arrear  of  calls  of 
his  vote,  the  re-allottee  of  the  shares  may  be  disentitled  to  vote  in  respect 
of  them  (Bandt  Gold  Co.  v.  Wainwright  [1901],  1.  Ch.  184). 


160  COMPANY 

A  forfeiture  of  shares  without  a  reservation  prevents  any  action  by  the 
company  for  past  calls  (Stocken's  Case,  L.E.  3  Ch.  415) ;  hence  the 
importance  of  a  clause  retaining  the  ex-shareholder's  liability  (Stocken's 
Case,  supra;  Faure  Electric  Accumulator  Co.  v.  Philliport,  supra). 

A  shareholder's  remedy  for  wrongful  forfeiture  is  by  action  (Siveny  v. 
Smith,  L.E.  7  Eq.  324).  If  the  company  is  in  winding  up,  the  shareholder 
may  prove  for  damages  in  competition  with  creditors  of  the  company  (re 
New  Chili  Gold  Mining  Co.,  63  L.T.E.  344). 

A  liquidator  has  no  power  to  cancel  a  forfeiture  of  shares  duly  made  by 
the  directors  before  the  commencement  of  the  winding  up  (re  China 
Steamship  Co.,  Dawes'  Case,  L.E.  6  Eq.  232). 

A  shareholder  who  has  transferred  his  shares  within  a  year  of  a  winding 
up  is  liable  as  a  past  member,  though  the  shares  have  been  forfeited  in  the 
hands  of  the  transferee  (Bridges  and  NeilVs  Cases,  L.E.  4  Ch.  266) ;  so  too, 
where  shares  have  been  forfeited  for  non-payment  of  a  call  less  than  a  year 
before  the  winding  up  of  the  company,  the  ex-shareholder  still  remains  liable 
as  a  past  member  (Creyke's  Case  re  Blakely  Ordnance  Co.,  L.E.  5  Ch.  63). 

(10)  Surrender  of  Shares. — The  surrender  of  shares  is  a  much  vexed 
topic  of  company  law,  and  the  judicial  dicta  are  hard  to  reconcile.  A 
recent  case,  however,  before  the  Court  of  Appeal  (Bellerby  v.  Rowland  & 
Marwood's  Steamship  Co.  [1902],  2  Ch.  14)  has  helped  to  clear  the  air.  In 
this  case  the  directors  of  a  shipping  company,  in  order  to  make  good  to  the 
shareholders  a  loss  sustained  on  the  sale  of  a  ship,  magnanimously  made 
the  company  a  present — by  way  of  surrender — of  400  shares  of  their  own. 
These  shares  were  £10  shares,  with  £9  paid  up  and  £1  remaining  uncalled. 
This  £1  per  share  was  an  asset  of  the  company,  and  the  Court  having 
regard  to  the  fact  that  the  call  liability  would  be  extinguished  by  the 
surrender,  held  that  the  transaction,  however  beneficial  to  the  company, 
was  ultra  vires  the  company  as  a  reduction  of  capital.  "  I  can  see  no  dis- 
tinction in  principle,"  said  Collins,  M.E.,  "  between  returning  to  a  share- 
holder a  part  of  the  paid-up  capital  in  exchange  for  his  shares,  and  wiping 
out  his  liability  for  the  uncalled- up  sum  payable  thereon.  Both  methods 
involve  a  reduction  of  the  capital  which,  as  Lord  Watson  points  out  in 
Trevor  v.  Whitivorth  (12  A.C.  409),  persons  dealing  with  the  company  are 
entitled  to  rely  upon  as  existing  either  as  paid  up  or  as  still  to  be  called 
up,  and  such  a  reduction,  therefore,  can  only  hold  good  if  sanctioned  under 
the  conditions  prescribed.  .  .  .  Apart  from  the  question  of  sale  or  traffick- 
ing in  a  company's  own  shares,  I  think  the  reasoning  in  Ooregum  Gold 
Mining  Co.  of  India  v.  Roper  [1892],  A.C.  125),  establishes  that  to  release 
a  shareholder  from  any  part  of  his  obligation  to  pay  the  uncalled  balance 
on  his  share  is  an  ultra  vires  act  on  the  part  of  the  company."  A  surrender 
of  fully  paid-up  ordinary  shares  in  exchange  for  the  issue  of  fully  paid-up 
preference  shares  was  held  valid  in  Eichbaum  Chicago  Elevators  [1891], 
3  Ch.  459,  but  this  case  must  now  be  read  subject  to  the  criticisms  passed 
upon  it  by  Stirling  and  Cozens  Hardy,  L.J.J.,  in  Bellerby  v.  Rowland  & 
Marivood's  Steamship  Co.,  supra.  With  all  deference  to  such  criticisms,  it 
is  submitted  that  the  true  criterion  is,  Does  the  surrender  involve  a  reduc- 
tion of  capital  ?  (re  Anglo-French  Exploration  Co.,  71  L.J.  Ch.  800).  An 
exchange  of  fully  paid  shares  of  the  same  denomination  is  a  redistribution 
or  readjustment  of  capital,  not  a  reduction.  The  "  equilibrium  of  the  com- 
pany," as  Buckley,  J.,  described  it,  is  not  disturbed. 

12.  Profits  and  Dividends.  —  The  final  cause  of  a  company's 
existence  is  to  pay  dividends,  but  they  must  be  legitimate  dividends.  By 
clause  73  of  Table  A  no  dividend  is  to  be  payable  "  except  out  of  profits 
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arising  from  the  business  of  the  company,"  and  most  articles  follow  this 
form — some,  however,  omitting  the  words  "  arising  from  the  business  of  the 
company."  As  a  legal  proposition  it  would  be  more  correct,  according  to 
a  high  authority,  to  say  that  no  dividend  can  be  paid  out  of  capital, 
instead  of  saying  that  they  can  only  be  paid  out  of  profits.  Payment  of 
dividends  out  of  capital  is  not  merely  ultra  vires  and  illegal  as  a  reduction 
of  capital,  but  a  fraud  on  the  public  as  investing  the  company  with  a 
fictitious  prosperity ;  and  directors  who  so  misapply  the  moneys  of  the 
company  are  jointly  and  severally  liable  to  replace  them  (Flitcroft's  Case, 
21  Ch.  D.  519 ;  re  Sharp  '[1892],  1  Ch.  154).  For  the  purpose  of  ascer- 
taining profits  directors  must  keep  proper  accounts  of  income  and  expendi- 
ture, and  prepare  a  yearly  balance-sheet  to  lay  before  the  shareholders 
(Table  A,  cl.  78-82).  There  are  two  methods  adopted  for  this — the  single 
account  system  and  the  double  account  system. 

(1)  The  Single  Account  System. — According  to  the  single  account 
system  profits  are  to  be  ascertained  by  a  balance-sheet  like  that  scheduled 
to  the  Companies  Act  1862.  On  the  one  side,  under  the  head  "  Capital 
and  Liabilities,"  come  share  capital  (treated  for  this  purpose  as  a  debt  from 
the  company  to  the  shareholders),  debts  and  liabilities  of  the  company, 
reserve  fund,  profit  and  loss  account  (showing  the  disposable  balance,  if 
any,  for  dividend).  On  the  other  side,  under  the  head  "  Property  and 
Assets  "  come  property  held  by  the  company,  debts  owing  to  the  company, 
and  cash  and  investments.  The  mere  fact  that  the  profit  and  loss  account 
shows  a  credit  balance  is  not  treated  under  this  system  as  establishing  the 
fact  that  the  company  has  made  a  profit  during  the  period,  for  income,  as 
Eigby,  L.J.,  observed,  is  not  profit  when  it  is  counterbalanced  by  loss  or 
depreciation,  and  Jessel,  M.R's  decision  in  Daivson  v.  Gillies  (50  L.J.  Ch. 
192n,  13  Ch.  D.  347?0  affirms  the  same  principle.  Hence  until  such  loss 
or  depreciation  is  made  good  there  can  be  no  profit.  If  a  heavy  capital  loss 
has  been  incurred, — if,  for  instance,  a  shipping  company  has  had  two  of  its 
vessels  sunk,  uninsured,  so  that  it  would  take  the  profits  of  many  years  to 
replace  the  loss, — the  company  should  reduce  its  capital  by  writing  off  the 
loss  with  the  sanction  of  the  Court,  under  the  Companies  Acts  1867  and 
1877.  This  is  the  theory  of  the  single  account  system  :  it  is  countenanced 
by  the  aforesaid  Acts  which  seem  to  have  been  passed  for  the  express 
purpose  of  meeting  such  a  situation,  and  it  certainly  embodies  a  sound 
commercial  principle.  What  has  perplexed  the  question  are  the  decisions 
of  the  Court  of  Appeal  in  Verner  v.  General  &  Commercial  Co.  ([1894],  2 
Ch.  239),  and  Lee  v.  Neuchatel  Asphalte  Co.  (41  Ch.  D.  1) — see  also  Bond 
v.  Barrow  Hwmatite  Steel  Co.  [1902],  1  Ch.  353 — laying  it  down  that  no 
such  obligation  in  law  as  that  supposed — of  replacing  lost  capital  before 
dividing  profits — exists,  and  that  a  company  can  go  on  just  the  same  after 
such  a  loss,  paying  dividends  out  of  profits  derived  from  trading  with  its 
remaining  assets.  Even  were  this  the  law,-  there  is  a  maxim  "  Non  omne 
quod  licet  honestum  est,"  and  business  men  who  wish  to  conduct  their 
business  on  sound  principles  will  probably  decline  to  avail  themselves  of 
the  liberty  which  the  law  allows ;  but  since  the  criticisms  of  Lord  Halsbury, 
Lord  Macnaghten,  and  Lord  Davey  in  Dovey  v.  Cory  [1901],  A.C.  25,  on 
Verner  v.  General  &  Commercial  Co.,  supra,  and  Lee  v.  Neuchatel  Asphalte  Co., 
those  decisions  cannot  be  regarded  as  settling  the  question  finally.  "  The 
learned  judges,"  said  Lord  Davey,  "  seem  to  have  thought  that  a  joint  stock 
company,  incorporated  under  the  Companies  Act,  may  write  off  to  capital 
losses  incurred  in  previous  years,  and  may  in  any  subsequent  year,  if  the 
receipts  for  that  year  exceed  the  outgoings,  pay  dividends  out  of  such 
VOL.  II  11 
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excess  without  making  up  the  capital  account.  If  this  proposition  be  well 
founded,  it  appears  to  me  that  a  company  whose  capital  is  not  represented 
by  available  assets  need  never  trouble  itself  to  reduce  its  capital  with  the 
leave  of  the  Court,  and  subject  to  the  other  conditions  imposed  by  the  Act 
of  1877,  in  order  to  enable  itself  to  pay  dividends  out  of  current  receipts." 
What  the  Court  of  Appeal  in  these  cases  seem  to  have  been  pressed  with 
was  the  serious  effects  to  a  company's  business  if  it  had  to  stop  paying 
dividends  for  years  till  lost  capital  was  made  good,  but  the  answer  surely 
is  that  in  such  cases  the  company  must  write  off  the  loss  with  the  leave  of 
the  Court  and  go  on  trading  with  its  diminished  capital. 

(2)  The  Double  Account  System. — Under  the  double  account  system,  a 
more  marked  line  is  drawn  between  capital  and  revenue.  In  a  sense,  every 
increase  in  the  value  of  a  company's  assets  is  a  profit,  or  more  properly  a 
gain — that  is,  the  company  is  so  much  the  richer,  but  it  is  not  a  "  profit 
arising  from  the  business  of  the  company,"  so  as  to  be  available — in  the 
view  of  the  advocates  of  this  system — for  purposes  of  dividend.  Profits  in 
this  sense  are  the  excess  of  revenue  receipts  over  expenses  properly  charge- 
able to  revenue  account.  Hence  for  the  purpose  of  ascertaining  profits  for 
dividend,  capital  account  and  revenue  account  must  be  treated  as  separate 
accounts,  accretions  to  capital  must  be  disregarded,  and  the  credit  balance 
of  revenue  account  is  alone  applicable  for  dividend.  If  there  has  been  loss 
on  revenue  account  there  is  no  profit  until  that  loss  has  been  made  good, 
but  not  so  in  case  of  loss  on  capital  account.  Dividend  may  be  paid 
without  providing  for  such  loss. 

The  last  proposition  has  had  the  sanction,  as  before  observed,  of  the 
Court  of  Appeal,  subject  to  the  criticisms  of  the  law  lords  thereon,  in 
Dovey  v.  Cory,  supra,  but  it  is  difficult  to  see  why  all  accretions  to  capital 
should  be  disregarded  for  purposes  of  dividend.  In  Lubbock  v.  British  Bank 
of  South  America  ([1892],  2  Ch.  198),  for  instance,  a  banking  company  with 
a  paid-up  capital  of  £500,000  sold  part  of  its  undertaking  for  £875,000. 
After  deducting  the  paid-up  capital  and  the  debts  and  liabilities  there 
remained  a  net  balance  of  £205,000,  and  it  was  held  by  Chitty,  J.,  that 
this  sum  being  realised  might  be  divided  as  profits.  There  is  no  difference 
in  principle  between  the  profits  in  such  a  case  and  the  profit  which,  say  a 
boot  and  shoe  company  makes  on  the  sale  of  a  pair  of  boots.  It  is  part  of 
the  "  circulating,"  not  the  "  fixed  "  capital  of  the  company. 

(3)  Wasting  Property. — Paying  away  the  whole  of  the  net  profits  of  a 
wasting  property  like  a  quarry,  a  patent,  or  a  leasehold  warehouse,  is  a 
very  different  matter.  Shareholders  may  no  doubt  say,  "We  have  con- 
tributed our  money  to  work  this  particular  quarry,  and  when  it  is  worked 
out  we  will  dissolve.  We  are  not  bound,  and  we  do  not  wish,  to  carry  on 
the  business  in  perpetuity."  This,  though  it  involves  a  return  of  capital 
to  the  shareholders,  might  be  reasonable  enough  if  the  matter  were  one 
between  the  shareholders  only,  but  our  company  system  imposes  certain 
conditions  on  the  grant  of  the  privilege  of  limited  liability,  and  one  of 
those  conditions  is  that  capital,  though  it  may  be  lost  in  trading,  is  not  to 
be  voluntarily  returned  to  shareholders  except  with  the  sanction  of  the 
Court  and  the  safeguards  of  the  Companies  Acts  1867  and  1877,  for  pre- 
venting any  injustice  to  creditors ;  and  a  company  cannot  take  the  benefit 
without  the  burden. 

(4)  Distribution. — Where  dividends  are  by  the  Articles  to  be  paid  to 
shareholders  "  in  proportion  to  their  shares,"  this  means  in  proportion 
to  the  number  and  amount  of  their  shares,  not  in  proportion  to  the  amount 
paid  up  thereon  (Oakbank  Oil  Cos.  v.  Crum,  8  App.  Cas.  65),  and  the  same 
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is  the  case  where  the  Articles  contain  no  provision  as  to  the  proportion 
in  which  dividends  are  to  be  distributed  (re  Bridgwater  Co.  14  App.  Cas. 
525).  If  it  is  not  wished  that  this  principle  should  prevail  the  articles 
should  provide — as  they  usually  do — for  the  dividends  being  paid  in  pro- 
portion to  the  amount  paid  upon  the  shares  held  by  them  respectively. 

Dividends  are  declared  by  the  company  in  general  meeting  on  the 
recommendation  of  the  directors,  or  sometimes  by  the  directors  with 
the  sanction  of  a  general  meeting. 

(5)  Debt. — When  a  dividend  is  declared  and  becomes  payable  it  is  a 
debt,  and  a  shareholder  may  sue  the  company  for  his  proportion  (re  Severn 
Railway  Co.  [1896],  1  Ch.  559). 

(6)  Payment  in  Cash.  —  Dividends  must  be  paid  in  cash  unless  a 
payment  in  specie  is  authorised  by  the  articles  (  Wood  v.  Odessa  Co.,  42  Ch. 
D.  645). 

(7)  Apportionment  on  Sale  of  Shares. — As  between  a  buyer  and  seller  of 
shares,  the  buyer  is  entitled  to  all  dividends  declared  after  the  date  of  the 
contract  for  sale,  unless  otherwise  arranged  (Black  v.  Homer  sham,  4  Ex. 
D.  24). 

13.  General  Meetings. — (1)  Generally. — The  policy  of  the  Legislature 
is  that  shareholders  should  manage  their  own  affairs,  and  this  the 
Companies  Acts  contemplate  their  doing  through  the  medium  of  general 
meetings.  Under  the  Act  of  1862,  a  company  had  to  hold  a  general  meeting 
— known  as  the  statutory  meeting — within  six  months  after  registration. 
By  the  Act  of  1867  this  period  was  reduced  to  four  months.  The 
Companies  Act  1900  (sec.  12)  now  requires  it  to  be  held  within  not  less 
than  one  month,  nor  more  than  three  months  from  the  date  at  which  the 
company  is  entitled  to  commence  business.  The  object  is  that  the  share- 
holders shall  be  introduced  on  the  scene  at  the  earliest  possible  moment, 
and  in  order  that  the  shareholders  may  be  able  profitably  to  discuss  the 
affairs  of  the  company,  the  directors  are  required  to  forward  to  every 
member  of  the  company,  seven  days  previous  to  the  meeting,  a  report 
certified  by  the  auditors  as  to  a  variety  of  matters — the  total  number  of 
shares  allotted,  the  amount  paid  up,  the  cash  received,  an  abstract  of 
receipts  and  payments  on  capital  account  and  on  account  of  preliminary 
expenses,  the  names  of  the  directors,  auditors,  manager,  and  secretary,  and 
particulars  of  any  contract  to  be  submitted  to  the  meeting  for  approval. 
At  the  meeting  the  members  of  the  company  are  to  be  at  liberty  to  discuss 
any  matter  relating  to  the  formation  of  the  company  or  arising  out  of  the 
report.  Besides  the  statutory  meeting,  a  company  is  required  by  sec.  49  of 
the  Companies  Act  to  hold  an  ordinary  meeting  once  a  year.  "  Year  "  in  this 
section  means  not  each  year  of  the  company's  existence,  but  the  period 
between  January  1  and  December  31.  At  this  meeting  the  ordinary  business 
of  the  company  is  transacted — the  accounts,  balance-sheet,  and  annual  report 
of  the  directors  are  received  and  considered,  a  dividend  (if  any)  is  sanctioned, 
and  directors  and  other  officers  are  elected  in  the  place  of  those  retiring  by 
rotation.  Circumstances  are,  however,  of  course,  constantly  arising  in  the 
commercial  life  of  a  company  requiring  the  views  of  the  shareholders  to  be 
taken  or  their  sanction  obtained,  and  when  this  is  the  case  an  extraordinary 
meeting  must  be  convened,  and  the  duty  of  calling  it  devolves  upon  the 
directors  in  the  first  instance ;  but  if  they  will  not  or  do  not  convene  it,  the 
shareholders  may.  Formerly  shareholders  could  only  requisition  the 
directors  to  call  a  meeting  where  the  Articles  so  provided.  The  Companies 
Act  1900  (s.  13)  now  makes  it  obligatory  on  the  directors  to  convene  a 
general  meeting  within  twenty-one  days  on  the  requisition  of  the  holders  of 
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not  less  than  one- tenth  of  the  issued  capital  of  the  company,  upon  which 
all  calls  or  other  sums  then  due  have  been  paid ;  failing  their  doing  so  the 
requisitionists  may  call  the  meeting. 

A  meeting  convened  by  the  secretary  of  a  company  without  the  order 
of  the  directors  is  bad  {Hay craft  Gold  Reduction  Cos.  [1900],  2  Ch.  239), 
unless  the  board  ratify  his  action  (Hooper  v.  Kerr  Stuart  &  Co.,  83 
L.T.  729). 

(2)  Notice. — Notice — usually  a  seven  days'  notice — of  the  day,  place, 
and  hour  of  the  meeting  must  be  given  to  all  members  ;  all  members,  that  is, 
who  can  be  reached  by  the  ordinary  Inland  post  (re  Union  Hill  Silver  Co., 
22  L.T.R.  400),  otherwise  the  proceedings  at  the  meeting  may  be  vitiated ; 
but  the  Articles  generally  provide  that  the  accidental  omission  to  give  such 
notice  or  the  non-receipt  of  it  shall  not  invalidate  any  resolution.  If 
special  business  is  to  be  transacted — as  it  may  be — (Graham  v.  Van 
Dieman's  Land  Co.,  26  L.T.  Ch.  73)  at  an  ordinary  meeting  the  notice  must 
specify  it  (re  Hampshire  Co.  [1896],  2  Ch.  743  ;  Kaye  v.  Croydon  Tramways 
Co.  [1898],  1  Ch.  358).  Merely  saying  "special  business"  is  not  enough 
( Wilts  v.  Murray,  4:  Ex.  869) :  the  notice  must  be  such  as  to  give  a  business 
man  a  fair  notion  of  what  is  proposed  to  be  done  (Alexander  v.  Simpson, 
43  Ch.  D.  139  ;  Youngs  South  African  Syndicate  [1896],  2  Ch.  268) ;  but  if 
a  meeting  has  a  general  power  to,  say,  appoint  a  liquidator,  the  notice  of 
meeting  stating  that  A.  will  be  proposed  will  not  prevent  the  shareholders 
appointing  B.  (Bethell  v.  Trench  Tubeless  Co.  [1900],  1  Ch.  408). 

(3)  Quorum. — To  constitute  a  general  meeting  there  must  be  a  quorum 
(re  Romford  Canal  Co.,  24  Ch.  D.  85  ;  re  Cambrian  Co.,  21  L.T.R  773). 
One  member  cannot  make  a  meeting  (Sharpe  v.  Daivs,  2  Q.B.D.  26 ;  re 
Sanitary  Carbon  Co.,  W.N.  1877,  223).  What  number  shall  constitute  a 
quorum  is  a  matter  for  the  Articles  to  determine.  Three  is  a  common 
quorum.     Table  A.  cl.  37,  fixes  a  scale. 

(4)  Resolutions. — Resolutions  at  general  meetings  are  of  three  kinds : 
(a)  ordinary ;  (b)  special ;  (c)  extraordinary. 

An  ordinary  resolution  is  passed  by  a  simple  majority,  either  on  a  show 
of  hands  or,  if  a  poll  is  demanded,  of  votes  recorded  at  such  poll. 

A  special  resolution  is  defined  by  sec.  51  of  Companies  Act  1862.  It 
is,  in  short,  a  resolution  passed  by  a  majority  of  not  less  than  three-fourths 
of  the  members  of  the  company  for  the  time  being  entitled,  according  to  the 
regulations  of  the  company,  to  vote  as  may  be  present  in  person  or  by  proxy 
(where  proxies  are  allowed)  at  any  general  meeting,  of  which  notice  specify- 
ing the  intention  to  propose  such  resolution  has  been  duly  given,  and 
confirmed  by  a  similar  majority  at  a  second  meeting  held  at  an  interval  of 
not  less  than  fourteen  days,  nor  more  than  one  month  from  the  date  of  the 
first  meeting.  A  special  resolution  is  required  for  all  the  more  important  acts 
or  changes  of  constitution  done  or  made  by  a  company,  such  as  altering  its 
Articles  (C.A.,  sec.  50),  or  the  objects  in  its  Memorandum  (subject  to  the 
sanction  of  the  Court)  (Act  1890),  or  reducing  its  capital  (C.A.,  sec.  12; 
Companies  Acts  1867,  1877),  or  changing  its  name  (C.A.,  sec.  13).  The 
design  of  the  Legislature  seems  to  have  been  to  secure  that  such  important 
steps  shall  not  be  taken  without  due  deliberation  and  the  approval  of  the 
great  body  of  the  shareholders. 

(5)  Votes. — The  model  regulations  known  as  Table  A  fix  a  scale  for  voting: 
every  member  is  to  have  one  vote  for  every  share  up  to  10,  and  an 
additional  vote  for  every  5  shares  beyond  the  first  10  up  to  100,  and 
an  additional  vote  for  every  10  shares  beyond  the  first  100  shares; 
this  or  a  similar  scale  is  not  infrequently  adopted,  but   the   commonest 
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course  is  to  give  a  member  one  vote  for  every  share  held  by  him.  In 
do  fault  of  any  regulations  as  to  voting,  every  member  is  by  the  Companies 
Act  1862,  sec  52,  to  have  one  vote.  The  Eegister  is  the  only  evidence  of  a 
member's  right  to  vote  at  a  general  meeting  {Pender  v.  Lushington,  6  Ch. 
D.  70).  A  shareholder's  vote  is  a  right  of  property  which  he  may  use  as 
he  pleases,  adversely  even,  if  he  likes,  to  the  interest  of  the  company  (see 
North-Western  Transportation  Cos.  v.  Beatty,  12  App.  Cas.  389,  and 
Burland  v.  Earle  [1902],  A.C.  83) ;  and  on  the  same  principle  a  shareholder 
is  entitled  to  increase  his  voting  power  by  transferring  some  of  his  shares 
to  nominees  {re  Stranton  Iron  Co.,  L.E.  16  Eq.  559 ;  Pender  v.  Lushington, 
6  Ch.  D.  20). 

But  this  free  exercise  of  voting  power  cannot  be  used — or  abused — for 
the  purpose  of  enabling  the  majority  to  practise  a  fraud  on  the  minority,  as 
by  selling  the  company's  property  to  themselves  at  an  undervalue  (re 
Menier  Telegraph  Co.,  L.K.  9  Ch.  350). 

The  mode  of  voting  at  a  general  meeting  is,  in  the  first  instance,  by  a 
show  of  hands.  Proxies  cannot  be  counted  on  a  show  of  hands  {Ernest  v. 
Loma  Co.  [1897],  1  Ch.  1). 

Articles  may  make  the  chairman's  decision  as  to  the  validity  of  a  vote 
conclusive  {Wall  v.  London  &  Northern  Assets  Corp.  [1898],  2  Ch.  469). 

(6)  Proxies. — The  Articles  usually  provide  for  votes  being  given 
personally  or  by  proxy.  Unless  proxy  voting  was  permitted  shareholders 
at  a  distance  would  be  excluded  from  recording  their  votes.  The  form  of 
proxy  is  generally  prescribed  by  the  Articles.  It  is  to  be  under  the  hand 
of  the  appointor  and  attested  {Harden  v.  Phillips,  23  Ch.  D.  32),  and 
deposited  at  the  registered  office  of  the  company  a  certain  number  of  hours 
before  the  meeting. 

(7)  Chairman. — The  chairman  of  the  board  of  directors  is  usually 
under  Articles  designated  to  preside  at  meetings.  If  there  is  no  special 
provision  in  the  Articles  a  meeting  will  choose  its  own  chairman.  A 
chairman's  duty  is  to  regulate  the  proceedings  and  rule  all  incidental 
questions  which  arise  at  the  meeting  {re  Indian  Zoedone  Co.,  26  Ch.  D.  70). 
His  declaration  as  to  a  resolution  having  been  carried  or  not  on  a  show  of 
hands  is  conclusive  {Arnot  v.  United  African  Lands  [1901],  1  Ch.  518). 
As  to  his  powers  of  adjourning  a  meeting,  see  Salisbury  Gold  Aiming  Co.  v. 
Hathorn  [1897],  A.C.  268 ;  National  Dwellings  v.  Sykes  [1894],  3  Ch.  130. 

14.  Manager. — The  only  duties  which  directors  may  delegate  to  a 
general  manager — in  the  absence  of  an  express  authority  to  delegate — are 
those  which  belong  to  the  management  of  the  ordinary  commercial  business 
of  such  a  company  {CartmelV s  Case,  9  Ch.  696).  A  manager,  though  not  a 
director,  is  in  a  fiduciary  position,  and  may  not  profit  by  his  office  {General 
Exchange  Bank  v.  Horner,  9  Eq.  480).  A  manager  who  neglects  to  keep 
proper  accounts  is  liable  in  damages  to  the  company  {Leeds  Estate  Building 
Co.  v.  Shepherd,  36  Ch.  D.  809). 

15.  Secretary. — A  company's  secretary  is  generally  appointed  by  the 
Articles  at  a  fixed  salary.  A  secretary  is  in  a  very  different  position  to  the 
directors.  He  has  no  authority  to  deal  with  the  funds  of  the  company,  no 
voice  in  the  management,  and  is  not,  therefore,  to  be  made  liable  for  a  mis- 
application of  such  funds,  though  he  may  have  known  all  about  it  {Joint- 
Stock  Discount  Cor.  v.  Brown,  L.R.  8  Eq.  396).  Nor  has  he  any  authority 
to  make  representations  as  to  the  company's  affairs,  so  as  to  bind  the 
company,  in  order  to  induce  people  to  take  shares  {Barnett  v.  South  London 
Tramways  Co.,  18  Q.B.D.  815  ;  and  see  British  Mutual  Bank  v.  Charnwood 
Forest  By.,  18  Q.B.D.  14).     He  has  authority  to  certify  transfers,  and  if  he 
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certifies  incorrectly  the  company  may  be  estopped  by  his  representation 
{Bishop  v.  Balkis  Consolidated  Co.),  but  not  if  he  certifies  falsely  and 
fraudulently  (re  George  Whitechurch  &  Co.  [1902],  A.C.  117).  He  may  be 
liable  for  misfeasance  in  receiving  an  improper  commission  [Barrow's  Case, 
28  W.R  341 ;  M Kay's  Case,  2  Ch.  D.  1),  for  making  a  false  return  as  to 
allotments  under  the  Companies  Act  1900,  sec.  7,  or  for  false  statements  in 
any  report,  certificate,  balance-sheet,  or  other  document,  under  sec.  28  of 
that  Act.  A  secretary  has  no  power  to  strike  a  name  off  the  Eegister 
( Wheatcroffs  Case,  29  L.T.R  326). 

16.  Auditors. — The  audit  of  companies'  accounts  was,  until  recently — 
except  in  the  case  of  companies  of  a  quasi-public  character,  such  as  banks 
and  insurance  companies — left  to  be  settled  by  the  shareholders  themselves 
in  the  Articles.  It  is  now,  under  the  Companies  Act  [1900],  (sees.  21-23), 
matter  of  statutory  provision.  If  the  company  does  not  appoint  an  auditor 
the  Board  of  Trade  may,  on  the  application  of  any  member  of  the  company, 
appoint  one.  The  italicised  words  may  be  noted.  It  is  not  the  policy  of 
the  Act  that  the  Board  of  Trade  should  interfere  with  the  internal  manage- 
ment of  a  company,  except  where  the  Board's  assistance  is  invoked  from 
within  the  company  itself.  No  director  or  officer  of  the  company  can  be  an 
auditor  (sec.  21  (3)  ) — an  obviously  proper  provision,  the  function  of  an 
auditor  being  to  check  the  proceedings  of  the  directors  in  the  interests  of 
the  shareholders  (NicoVs  Case,  re  Royal  British  Bank,  3  De  G.  &  J.  440). 
The  remuneration  is  to  be  fixed  by  the  company  in  general  meeting  (sec.  22), 
and  see  Page  v.  Eastern  &  Midlands  Railway  Co.,  1  Cab.  &  El.  280). 
The  rights  and  duties  of  auditors  are  stated  in  sec.  23,  and  in  the  now 
classical  judgment  of  Lord  Lindley  in  re  London  General  Bank,  1895, 
2  Ch.  673  (see  also  re  Kingston  Cotton  Mills  (No.  2),  1896). 

Every  auditor  of  a  company  is  (under  sec.  23)  to  have  a  right  of  access 
at  all  times  to  the  books  and  accounts  and  vouchers  of  the  company,  and 
is  to  be  entitled  to  require  from  the  directors  and  officers  of  the  company 
such  information  and  explanation  as  may  be  necessary  for  the  performance 
of  the  duties  of  the  auditors,  and  the  auditors  are  to  sign  a  certificate  at  the 
foot  of  the  balance-sheet,  stating  whether  or  not  all  their  requirements  as 
auditors  have  been  complied  with.  The  auditors  are  to  make  a  report  to 
the  shareholders  on  the  accounts  examined  by  them,  and  on  every  balance- 
sheet  laid  before  the  company  in  general  meeting  during  their  tenure  of 
office ;  and  in  every  such  report  they  are  to  state  whether,  in  their  opinion, 
the  balance-sheet  referred  to  in  the  report  is  properly  drawn  up  so  as  to 
exhibit  a  true  and  correct  view  of  the  state  of  the  company's  affairs  as  shown 
by  the  books  of  the  company.  The  report  is  to  be  read  before  the  company 
in  general  meeting.  Lord  Lindley,  with  his  usual  lucidity,  fills  in  the 
statutory  outline.  "An  auditor,"  he  says  (London  &  General  Bank  [1895], 
2  Ch.  673),  "  has  nothing  to  do  with  the  prudence  or  imprudence  of  making 
loans  with  or  without  security.  It  is  nothing  to  him  whether  the  business 
of  a  company  is  being  conducted  prudently  or  imprudently,  profitably  or 
unprofitably.  It  is  nothing  to  him  whether  dividends  are  properly  or 
improperly  declared,  provided  he  discharges  his  own  duty  to  the  share- 
holders. His  business  is  to  ascertain  and  state  the  true  financial  position 
of  the  company  at  the  time  of  the  audit,  and  his  duty  is  confined  to  that. 
But  then  comes  the  question :  How  is  he  to  ascertain  that  position  ?  The 
answer  is :  By  examining  the  books  of  the  company.  But  he  does  not 
discharge  his  duty  by  doing  this  without  inquiry,  and  without  taking  any 
trouble  to  see  that  the  books  themselves  show  the  company's  true  position. 
He  must  take  reasonable  care  to  ascertain  that  they  do  so.     Unless  he  does 
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this  his  audit  would  be  worse  than  idle  farce.  Assuming  the  books  to  be 
so  kept  as  to  show  the  true  position  of  a  company,  the  auditor  has  to  frame 
a  balance-sheet  showing  that  position  according  to  the  books,  and  to  certify 
that  the  balance-sheet  presented  is  correct  in  that  sense.  But  his  first  duty 
is  to  examine  the  books,  not  merely  for  the  purpose  of  ascertaining  what 
they  do  show,  but  also  for  the  purpose  of  satisfying  himself  that  they  show 
the  true  financial  position  of  the  company.  This  is  quite  in  accordance 
with  the  decision  of  Stirling,  J.,  in  Leeds  Estate  Building  &  Investment  Co. 
v.  Shepherd,  36  Ch.  D.  787.  An  auditor,  however,  is  not  bound  to  do  more 
than  exercise  reasonable  care  and  skill  in  making  inquiries  and  investiga- 
tions. He  is  not  an  insurer ;  he  does  not  guarantee  that  the  books  do 
correctly  show  the  true  position  of  the  company's  affairs ;  he  does  not  even 
guarantee  that  his  balance-sheet  is  accurate  according  to  the  books.  If  he 
did  he  would  be  responsible  for  an  error  on  his  part,  even  if  he  were  himself 
deceived  without  any  want  of  reasonable  care  on  his  part — say,  by  the 
fraudulent  concealment  of  a  book  from  him.  His  obligation  is  not  so 
onerous  as  this.  Such  I  take  to  be  the  duty  of  the  auditor :  he  must  be 
honest,  i.e.,  he  must  not  certify  what  he  does  not  believe  to  be  true,  and 
he  must  take  reasonable  care  and  skill  before  he  believes  that  what  he 
certifies  is  true.  What  is  reasonable  care  in  any  particular  case  must 
depend  upon  the  circumstances  of  that  case.  Where  there  is  nothing  to 
excite  suspicion  very  little  inquiry  will  be  reasonably  sufficient,  and  in 
practice,  I  believe,  business  men  select  a  few  cases  at  haphazard,  see  that 
they  are  right,  and  assume  that  others  like  them  are  correct  also.  Where 
suspicion  is  aroused  more  care  is  obviously  necessary ;  but  still  an  auditor 
is  not  bound  to  exercise  more  than  reasonable  care  and  skill  even  in  a  case 
of  suspicion,  and  he  is  perfectly  justified  in  acting  on  the  opinion  of  an 
expert  where  special  knowledge  is  required."  And  Lopes,  L.J.,  in  Kingston 
Cotton  Mills  Co.  (No.  2),  supra,  at  p.  290,  added  : — "  Auditors  must  not  be 
made  liable  for  not  tracking  out  ingenious  and  carefully-laid  schemes  of 
fraud  when  there  is  nothing  to  arouse  their  suspicion,  and  when  those 
frauds  are  perpetrated  by  tried  servants  of  the  company,  and  are  undetected 
for  years  by  the  directors.  So  to  hold  would  make  the  position  of  an  auditor 
intolerable." 

An  auditor,  who  is  an  officer  of  the  company,  may  be  sued  for  mis- 
feasance under  sec.  10  of  the  Companies  Winding-up  Act  1890  (see  p. 
187).  An  auditor  may  set  up  the  Statute  of  Limitations  in  answer  to 
a  claim  for  damages  for  breach  of  duty  (Leeds  Estate  Building  Co.  v. 
Shepherd,  36  Ch.  D.  787). 

The  report  to  be  sent  to  shareholders  preliminary  to  the  statutory 
meeting  is,  so  far  as  it  relates  to  the  shares  allotted  by  the  company  and  to 
the  cash  received  in  respect  of  such  shares,  and  to  the  receipts  and  payments 
of  the  company  on  capital  account,  to  be  certified  by  the  auditors,  if  any, 
of  the  company  (Companies  Act  1900,  sec.  12  (3)). 

Bank  Accounts  Audit. — The  provisions  as  to  the  auditing  of  the 
accounts  of  banking  companies  registered  with  limited  liability  are 
contained  in  sec.  7  of  the  Companies  Act  1879.  Being  special  legislation, 
they  are  not  affected  by  the  general  provisions  contained  in  the  Companies 
Act  1900.  The  form  there  prescribed  runs : — "  We  have  examined  the 
above  account,  and  certify  that,  in  our  opinion,  it  is  a  full  and  fair 
balance-sheet,  properly  drawn  up  so  as  to  exhibit  a  true  and  correct 
view  of  the  state  of  the  company's  affairs  as  shown  by  the  books  of  the 
company." 

17.  Borrowing  by  Companies. — This  topic  will  be  fully  dealt  with 
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under  the  head  of  Debentures  and  Debenture  Stock,  but  a  few  words  may 
be  said  here.  Every  trading  company  has  as  incident  to  its  business 
constitution,  a  power  to  borrow  a  reasonable  amount  (General  Auction  Estate 
Co.  v.  Smith  [1891],  3  Ch.  32) ;  but  this  implied  power  is  confined  to  the 
case  of  a  trading  company.  Companies  in  general  cannot  borrow  unless 
they  have  an  express  power  to  do  so  given  them  by  their  constitution.  A 
power  to  borrow,  expressed  in  general  terms,  is  therefore  almost  always 
inserted  in  the  objects  clause  of  a  company's  Memorandum  of  Association, 
and,  in  addition  thereto,  an  article  defining  more  precisely  the  extent  of  the 
power,  the  directors'  authority,  and  the  terms  on  which  it  is  to  be  exercised. 
Borrowing  by  companies  is  mostly  carried  out  by  the  issue  of  debentures  or 
debenture  stock.  Debenture  stock  has  the  advantage  over  debentures  that 
it  can  be  dealt  with  in  any  amounts.  Debentures  are  of  two  kinds :  ( 1) 
registered  debentures,  and  (2)  debentures  to  bearer,  which  are  negotiable 
instruments.  Debentures  are  usually  secured  by  a  floating  charge  on  the 
property  or  assets  of  the  company  for  the  time  being,  including  its  uncalled 
capital.  Sometimes  there  is  a  trust  deed  to  support  them,  sometimes  not. 
Debenture  stock  is  always  created  and  secured  by  a  trust  deed.  Debentures 
and  debenture  stock  become  repayable  on  the  happening  of  certain  events 
specified  in  the  security,  e.g.  default  for  two  months  in  payment  of  interest, 
and  winding  up,  compulsory  or  voluntary.  When  their  security  has  become 
enforceable,  debenture  holders  or  debenture  stock  holders  are  entitled  to 
leave  to  commence  or  continue  an  action  to  enforce  their  security,  notwith- 
standing that  the  company  is  in  winding  up  {re  David  Lloyd,  6  Ch.  D.  344) ; 
and  when  uncalled  capital  forms  part  of  the  security,  the  liquidator  will  be 
ordered  to  call  it  up  and  pay  over  the  proceeds  (less  his  expenses)  to  the 
receiver  in  the  debenture  holders'  action. 
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In  the  preceding  article  there  has  been  sketched  the  normal  constitution 
of  a  company  limited  by  shares.  Something  still  remains  to  be  said  of  its 
working. 

1.  Preliminary  Agreements. — A  company  is  usually  formed  to  acquire 
some  property,  a  going  business,  a  mine,  or  a  concession.  In  such  a  case 
the  first  step  is  to  prepare  an  agreement  for  the  purchase  of  the  property 
by  or  on  behalf  of  the  intended  company.  This  agreement  is  sometimes 
drafted  in  the  form  of  an  agreement  direct  with  the  company,  sometimes 
with  a  trustee  for  the  company.  The  agreement  with  the  company  is  the 
simplest,  but  it  has  this  disadvantage,  that  the  company  must  come  into 
existence — must  now,  indeed,  get  its  certificate  to  commence  business  before 
the  agreement  can  acquire  any  binding  force.  Where,  on  the  other  hand, 
the  agreement  is  made  with  a  trustee  on  behalf  of  the  company  the  vendor 
of  the  property  is  tied  down  at  once  to  sell  on  certain  terms,  and  cannot 
afterwards  withdraw.  The  purchasing  trustee  is  equally  bound  by  his  own 
admission  of  trusteeship  to  hand  the  property  over,  on  being  indemnified, 


(1)  Misrepresentation  in 

172 

(2)  Disclosure  in  . 

172 

(3)  Directors'  Liability  for    . 

173 

(4)    Who  can  sue  for  Misrepre- 

sentation in  ? 

174 

6. 

Allotment    .... 

174 

7. 

Return  of  Allotments 

174 

8. 

Commencement  of  Business  . 

175 

COMPANY,  PROMOTION  AND  FLOTATION  OF  169 

to  the  company  as  soon  as  it  comes  into  existence,  provided,  of  course,  that 
the  company  elects  to  adopt  the  agreement;  if  it  declines  to  do  so  the 
agreement  is  to  be  void. 

2.  PROMOTER. — (1)  Fiduciary  Relation  of. — A  person  who  owns  property 
and  wishes  to  form  a  company  to  buy  it  must  be  very  careful  before 
he  makes  himself  a  promoter,  and  for  this  reason  that  the  law  clothes  a 
promoter  with  a  fiduciary  relationship  towards  the  company  he  promotes. 
The  theory  of  the  fiduciary  relationship  is  this : — The  promoter,  as  Lord 
Cairns  pointed  out,  has  in  his  hand  the  creation  and  moulding  of  the 
company.  He  has  the  power  of  determining  how  and  when,  and  in  what 
shape,  and  under  what  supervision,  the  company  shall  come  into  existence 
and  begin  to  act  as  a  trading  corporation.  It  is  the  promoter  who  settles 
the  company's  Memorandum  and  Articles  of  Association.  It  is  the  promoter 
who  furnishes  the  company  with  its  board  of  directors.  It  is  the  promoter 
who  fixes  the  minimum  subscription  on  wliich  directors  are  to  go  to  allotment. 
All  these  powers  over  the  destiny  of  a  company  impose  on  the  promoter,  in  the 
eye  of  the  law,  a  correlative  duty  not  to  abuse  his  position.  If  the  promoter 
has  a  property  which  he  desires  to  sell  to  the  company,  it  is  quite  open  for 
him  to  do  so,  but,  like  any  other  person  in  a  fiduciary  position,  be  he  trustee, 
steward,  or  agent,  he  must  make  full  and  fair  disclosure  of  his  interest  and 
position  with  respect  to  such  property  {New  Sombrero  Phosphate  Co.  v. 
Erl <inger,  5  Ch.  D.  73).  He  must  not  make  a  secret  profit  at  the  expense  of 
the  company  (see  Emma  Silver  Mining  Co.  v.  Grant,  11  Ch.  D.  936  ;  Lyclney 
and  Wigpool  Iron  Ore  Co.  v.  Bird,  33  Ch.  D.  85;  Lagmas  Nitrate  Co.  v. 
Lagunas  Nitrate  Syndicate  [1899],  2  Ch.  392 ;  Erlanger  v.  New  Sombrero 
Phosphate  Co.,  3  App.  Cas.  1236  ;  Gluckstein  v.  Barnes  [1900],  A.C.  200  ;  Im- 
perial Mercantile  Credit  Association  v.  Coleman,  L.K.  6  H.L.  198).  Disclosure 
in  the  above  sense  must  be  to  the  shareholders  as  a  body.  "  To  talk,"  as  Lord 
Macnaughten  said, "  of  disclosure  to  the  thing  called  the  company  when  as 
yet  there  were  no  shareholders  is  a  mere  farce "  {Gluckstein  v.  Barnes, 
supra),  nor  will  a  constructive  disclosure  suffice  that  is  a  disclosure  of  some 
agreement  or  document,  which  if  followed  up  will  enable  the  inquirer  to 
ascertain  what  profits  have  been  made  by  the  promoter  (re  Olympia  Limited 
[1898],  2  Ch.  153).  The  onus  is  on  the  promoter  to  show  that  the  persons 
really  interested  as  purchasers  knew  of  and  assented  to  his  retaining  the 
profit.  The  Companies  Act  1900,  sec.  10  (1),  with  a  view  to  secure  this 
disclosure,  requires  a  company's  prospectus  to  set  forth,  among  other 
particulars — 

"  The  amount  paid  or  intended  to  be  paid  to  any  promoter,  and  the  con- 
sideration for  any  such  payment."  The  Act  further  requires  (sec.  10  (1) 
(/)  (#))  the  prospectus  to  state  the  vendor's  name  and  address,  and  the 
amount  payable  to  him  in  cash  shares  or  debentures.  Suppose  this  duty  of  a 
disclosure  by  a  vendor-promoter  not  performed,  what  is  the  effect  ?  The 
effect  is  that  the  company  is  entitled  to  rescind  the  contract  and  claim  back 
the  purchase  money.  But  if  rescission  has  become  impossible, can  the  company 
keep  the  property  and  at  the  same  time  compel  the  vendor-promoter  to 
account  for  the  profit  ?  On  this  point  there  was  a  difference  of  judicial 
opinion  among  the  members  of  the  Court  of  Appeal  in  Cape  Breton  Co. 
(29  Ch.  D.  795),  but  the  better  opinion  seems  to  be  that  of  Bowen,  L.J., 
that  the  company  can  recover  the  profit. 

(2)  Who  is  a  Promoter? — Promotership  is  a  question  of  fact  to  be 
determined  on  a  view  of  all  the  circumstances  of  the  case  (  Whaley  Bridge 
Co.  v.  Green,  5  Q.B.D.  111).  The  term,  as  Lord  Bowen  in  that  case 
said,  is  one,  not  of  law,  but  of  business,  usefully  summing  up  in  a  single 
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word,  a  number  of  business  operations,  familiar  to  the  commercial  world,  by 
which  a  company  is  generally  brought  into  existence.  Preparing  a  com- 
pany's Memorandum  and  Articles  of  Association,  or  getting  them  prepared, 
negotiating  with  the  vendors,  settling  the  prospectus,  choosing  directors, 
brokers,  bankers,  and  solicitors  for  the  company — all  these  are  acts — the 
class  of  acts — from  which  the  Court  may  draw  the  inference  that  the  person 
who  did  them  was  a  promoter.  But  the  solicitor  of  a  company  who  merely 
transacts  the  legal  business  necessary  for  floating  the  company  is  not  a 
promoter  (re  Great  Wheal  Polgooth,  53  L.J.  Ch.  42).  So  too  a  person  is 
not  liable  as  a  promoter  under  the  Directors'  Liability  Act  1890, "  by  reason 
of  his  acting  in  a  professional  capacity  for  persons  engaged  in  procuring  the 
formation  of  the  company." 

3.  Adoption,  etc.,  of  Agreement. — Supposing  the  preliminary  agree- 
ment settled,  a  clause  is  inserted  in  the  Articles  of  Association  referring  to 
the  agreement,  and  authorising  the  directors,  if  they  approve  the  agreement, 
to  carry  it  into  effect.  The  company  is  then  registered,  and  at  the  first 
board  meeting  the  directors  take  the  agreement  into  consideration,  and,  if 
they  think  proper,  adopt  it  with  or  without  modification  on  behalf  of  the 
company ;  but  the  adoption  can  only,  since  the  passing  of  the  Companies  Act 
1900,  sec.  6  (3),  be  provisional ;  the  company  is  not  competent  to  enter  into 
any  binding  contract  until  it  is  certified  by  the  registrar  as  entitled  to 
commence  business. 

In  exercising  this  power  of  adoption  directors  cannot  act  with  too  much 
care  and  caution,  for  the  fortunes  of  the  company  depend  on  their  fidelity  to 
the  company  at  this  crisis.  An  agreement  improvidently  entered  into  to  buy 
property  at  an  inflated  price,  or  on  the  recommendation  of  mining  engineers 
or  land  surveyors  paid  for  their  opinion  by  the  promoters,  may  well  prove 
the  ruin  of  the  company.  Directors'  duty  is  to  exercise  an  independent 
judgment  as  business  men  on  the  merits  of  the  agreement.  They  may  use 
the  opinions  of  skilled  persons,  but  they  must  not  delegate  their  judgment 
to  them  or  to  anybody  (Leeds  Estate  Building  Society  v.  Shepherd,  36  Ch. 
D.  787). 

4.  Underwriting  Capital.  —  In  floating  a  company  the  promoters, 
as  business  men,  are  naturally  anxious  to  eliminate  as  far  as  they  can  every 
element  of  uncertainty,  and  it  is  inevitable  that  some  uncertainty  should 
always  attach  to  the  way  in  which  a  company's  overtures  will  be  received 
by  a  capricious  public.  If  the  minimum  subscription  is  not  reached  the 
company  must  prove  a  fiasco ;  the  preliminary  expenses  are  wasted,  and 
should  the  company,  be  formed  to  take  over  a  going  business,  the  business 
is  returned  on  the  vendor's  hands  depreciated  in  value  and  credit.  To 
prevent  this  catastrophe  what  is  commonly  known  as  underwriting  is 
resorted  to.  It  is  simply  the  principle  of  insurance  adapted  to  the  flotation 
of  a  company,  the  commission  representing  premiums,  and  may  now  be  said 
to  have  become  a  recognised  part  of  the  machinery  of  company  promotion. 
The  form  which  an  underwriting  agreement  usually  takes  is  that  of  a  letter 
addressed  by  the  underwriters  to  the  promoters,  undertaking  or  offering  to 
undertake  for  a  commission  to  subscribe  or  find  responsible  subscribers  for 
say  10,000  shares,  the  underwriters'  liability  to  be  reduced  ratably  in 
the  proportion  in  which  the  shares  are  subscribed  by  the  public — the  pro- 
moters on  their  part  undertaking  that  the  company's  prospectus  shall  be 
properly  issued  and  circulated.  Many  nice  points  have  arisen  on  the  con- 
struction of  underwriting  contracts.  The  following  are  the  principal  cases  : — 
Re  Licensed  Victuallers'  Trading  Association,  42  Ch.  D.  1 ;  re  Hemp,  Yarn, 
&  Cordage  Co.  [1896],  2  Ch.  121 ;  re  Harvey  Oyster  Co.  [1894],  2  Ch.  474; 
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re  Bentley  <fe  Co.  69  L.T.  204 ;  re  Consort  Deep  Level  Gold  Mines  [1897], 
1  Ch.  575 ;  re  Bultfonteiii  Sun  Diamond  Mines,  75  L.T.  669 ;  Gorrissen's 
Case,  L.R.  8  Ch.  507). 

For  a  long  time  judicial  opinion  varied  as  to  the  competency  of  a  company 
to  pay  for  the  issue  of  its  shares  out  of  its  own  funds,  but  in  Metropolitan 
Cool  Constimers  Association  v.  Scrimgeour  [1895],  2  Q.B.  604,  the  Court 
of  Appeal  allowed  a  brokerage  of  2  per  cent,  recognising  that  such  a  payment 
was  really  indistinguishable  from  any  other  initial  expense,  such  as  printing 
and  circulating  the  prospectus  or  advertising  the  company.  The  Companies 
Act  1900  has  now  defined  what  a  company  may  do  and  what  it  may  not  do 
in  this  respect.  A  company  may  pay  a  commission  to  any  person  on  con- 
sideration of  his  subscribing  or  agreeing  to  subscribe,  whether  absolutely  or 
conditionally,  for  any  shares  in  the  company,  or  procuring  or  agreeing  to 
procure  subscriptions,  whether  absolute  or  conditional,  for  any  shares  in  the 
company — subject,  however,  to  this,  that  the  payment  of  the  commission  and 
the  amount  or  rate  per  cent  is  authorised  by  the  company's  articles  and 
disclosed  in  the  prospectus,  and  the  commission  paid  or  agreed  to  be  paid 
does  not  exceed  such  amount.  When  the  commission  is  thus  authorised 
and  disclosed  to  the  public,  all  is  done  that  need  be  done — the  public  must 
be  left  to  judge  whether  they  will  take  up  the  shares  of  a  company  which 
is  having  to  pay  commission  of  the  amount  stated  for  the  issue  of  its 
capital.  Save  as  aforesaid,  the  section  goes  on, "  No  company  shall  apply  any 
of  its  shares  or  capital  money  either  directly  or  indirectly  in  payment  of 
any  commission,  discount,  or  allowance  to  any  person  in  consideration  of  his 
subscribing,  or  agreeing  to  subscribe,  whether  absolutely  or  conditionally,  for 
any  shares  of  the  company,  or  procuring  or  agreeing  to  procure  subscriptions, 
whether  absolute  or  conditional,  for  any  shares  in  the  company,  whether  the 
shares  or  money  be  so  applied  by  being  added  to  the  purchase  money  of  any 
property  acquired  by  the  company,  or  to  the  contract  price  of  any  work  to 
be  executed  for  the  company,  or  the  money  be  paid  out  of  the  nominal 
purchase  money  or  contract  price,  or  otherwise." 

The  object  of  this  subsection  was  to  prevent  subsection  (1)  being  cir- 
cumvented by  the  company  getting  the  vendor  to  pay  the  underwriting 
expenses,  and  paying  him  back  by  adding  them  on  to  his  purchase  money,  to 
be  satisfied  by  shares  or  cash ;  but  there  is  nothing  in  the  subsection 
to  make  illegal  a  contract  whereby  a  company,  in  consideration  of  a  person 
taking  or  underwriting  shares,  agrees  to  issue  him  further  shares  at  a  future 
date,  or  within  a  prescribed  period,  at  par  {Hilder  v.  Dexter,  71  L.J.  Ch.  781). 
The  benefit  to  the  option  holder  in  such  a  case  of  being  able  to  sell  his 
shares  at  a  premium  is  not  obtained  at  the  expense  of  the  company's  capital. 
The  company  gets  its  capital,  the  par  value  of  its  shares,  in  full,  without  any 
"  discount  or  allowance."  Too  narrow  a  view  was  taken  in  Burrows  v. 
Matdbele  Gold  Reefs  Cos.  [1901],  2  Ch.  23. 

5.  The  Prospectus. — Underwriting  is  a  precautionary  measure  and  avery 
useful  one,  but  it  is  on  its  prospectus  that  a  company  mainly  relies  for  getting 
its  capital  subscribed.  "  Prospectus,"  as  defined  in  the  Companies  Act 
1900,  includes  "any  notice,  circular,  advertisement,  or  other  invitation 
offering  to  the  public  for  subscription  or  purchase  any  shares  or  debentures 
of  a  company."  The  form  of  this  document  is  familiar  to  everyone.  It 
states  the  name  of  the  company,  the  amount  of  its  nominal  capital,  and 
into  what  shares  the  latter  is  divided ;  how  many  of  these  shares  are  being 
issued,  the  names  of  the  directors,  bankers,  solicitors,  auditors,  and  broker  of 
the  company,  the  objects  of  the  company,  the  property  to  be  acquired,  and 
any  valuations  of  such  property  or  reports  thereon. 
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(1)  Misrepresentation  in  Prospectus:  Rescission  by  Shareholder. —  In 
issuing  a  prospectus  the  utmost  good  faith  and  candour  is  required — and 
has  always  been  required — of  directors.  If  a  prospectus  contains  a  material 
misrepresentation  of  fact  a  person  who  has  taken  shares  on  the  faith  of  such 
mis-statement  is  entitled  to  rescind  his  contract.  Govers  Case,  1  Ch.  D. 
189  :  the  company  cannot  keep  a  contract  so  procured,  for  the  prospectus 
is  the  basis  of  the  contract.  It  makes  no  difference,  for  purposes  of 
rescission,  whether  the  misrepresentation  was  fraudulent  or  not  (per  Lord 
Herschell,  Derry  v.  Peek,  14  App.  Cas.  359).  See  also  Englesfield  v. 
Marquis  of  Londonderry,  4  Ch.  D.  709  ;  Edginton  v.  Fitzmaurice,  29  Ch.  D. 
483.  But  the  contract  is  voidable,  not  void ;  it  is  valid  until  rescinded 
{Oakes  v.  Turquand,  L.K.  2  H.L.  375).  The  shareholder  must  therefore 
elect  promptly  [Reese  River  Silver  Mining  Co.  v.  Smith,  L.E.  4  H.L.  64) 
and  take  steps  to  have  his  name  removed.  Mere  repudiation  is  not 
enough  {Hares  Case,  L.E.  4  Ch.  503).  It  is  too  late  to  rescind  after  a 
winding  up  has  commenced,  for  the  rights  of  creditors  have  then  inter- 
vened {Oakes  v.  Turquand,  supra).  Instances  of  misrepresentation  will  be 
found  in  Central  Ry.  Co.  of  Venezuela  v.  Kisch,  L.E.  2  H.L.  99  ;  re  Scottish 
Petroleum  Co.  23  Ch.  D.  413  ;  re  Lioerian  Government  Concessions,  9  T.L.E. 
136 ;  Lodivick  v.  Earl  of  Perth,  1  T.L.E.  76 ;  Capel  v.  Sims,  58  L.T.E.  807. 
As  to  reports  or  valuations  quoted  in  a  prospectus,  see  Rawlins  v.  Wickham, 
3  De  G.  and  J.  304;  re  Reese  Silver  Mining  Co.  L.E.  2  Ch.  611,  and  re 
British  Burmah  Lead  Co.,  56  L.T.  815.  The  omission  of  a  material  fact 
may  amount  to  a  misrepresentation  if  it  makes  what  is  stated  misleading. 
It  will  then  entitle  a  shareholder  to  rescission  {New  Brunswick  and  Canada 
Ry.  Co.  v.  Conybeare,  9  H.L.  Cas.  724). 

(2)  Disclosure  in. — "  Those,"  said  Vice-Chancellor  Kindersley  in  Neio 
Brunswick  Central  Railway  Co.  v.  Muggeridge,  1  Dr.  &  Sm.  381,  "  who 
issue  a  prospectus  holding  out  to  the  public  the  great  advantages  which 
will  accrue  to  persons  who  will  take  shares  in  a  proposed  undertaking, 
and  inviting  them  to  take  shares  on  the  faith  of  the  representations 
therein  contained,  are  bound  to  state  everything  with  strict  and  scrupulous 
accuracy,  and  not  only  to  abstain  from  stating  as  fact  that  which  is 
not  so,  but  to  omit  no  one  fact  within  their  knowledge,  the  existence  of 
which  might  in  any  degree  affect  the  nature  or  extent  or  quality  of 
the  privileges  and  advantages  which  the  prospectus  holds  out  as  induce- 
ments to  take  shares."  The  duty  of  disclosure  in  a  prospectus  inviting- 
share  subscriptions  is  not,  however,  as  high  as  in  the  case  of  a  proposal  for 
marine  insurance  (per  Lord  Watson,  Aaron  s  Reef  v.  Twiss  [1896],  A.C. 
273 ;  and  see  M'Keown  v.  Bandore,  Everard,  and  Co.,  74  L.T.E.  712).  In 
the  case  of  a  prospectus  the  criterion  is,  "  Would  the  omitted  fact,  if  stated, 
falsity  what  is  stated  ? "  This  is  the  question  the  directors  must  ask 
themselves. 

Without  qualifying  this  general  duty  of  disclosure  .the  Legislature  has 
specifically  required  certain  matters  to  be  disclosed  in  the  prospectus. 
Thus,  by  the  Companies  Act  1867,  sec.  38,  the  prospectus  was  required  to  give 
the  dates  and  the  names  of  the  parties  to  any  contract  entered  into  by  the 
company,  or  the  promoters  or  directors,  before  the  issue  of  such  prospectus. 
This  proved,  as  might  be  expected,  inadequate.  It  was  too  wide,  covering 
every  kind  of  contract,  and  the  bare  names  and  dates  told  nothing.  No 
one  took  the  trouble  to  follow  up  so  uncertain  a  clue.  In  lieu  of  this 
section  the  Legislature  has  now,  in  the  Companies  Act  1900,  required  dis- 
closure of  a  very  elaborate  set  of  particulars.  The  prospectus  must  state 
the  contents  of  the  Memorandum  of  Association ;  the  names,  descriptions,  and 
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addresses  of  the  signatories,  and  the  number  of  shares  subscribed  for  by 
them  ;  the  number  of  founders'  or  management  shares,  and  the  nature  of  the 
interest  conferred  by  them ;  the  names  and  addresses  of  the  directors,  their 
qualification  (if  any),  and  remuneration ;  the  minimum  subscription, 
the  number  and  amount  of  shares  and  debentures  issued  otherwise 
than  for  cash,  the  names  and  addresses  of  the  vendors,  the  amount  of  the 
purchase  money,  the  amount  of  underwriting  commission  and  of  preliminary 
expenses,  payments  to  promoters,  and  the  consideration  therefor,  the  dates 
and  parties  to  every  material  contract,  the  names  and  addresses  of  the 
auditors,  and,  finally,  the  nature  and  extent  of  the  interest  of  every  director. 
"  Vendor,"  as  used  in  the  section,  has  a  very  extensive  meaning  (sec.  10  (2)). 
The  section  is  not  to  apply  to  a  circular  or  notice  inviting  existing  members 
or  debenture  holders  of  a  company  to  subscribe  for  further  shares  or 
debentures.     The  section  cannot  be  waived  (sec.  10  (5)). 

The  only  abridgment  in  the  particulars  which  the  Act  allows  in  publish- 
ing a  prospectus  as  a  newspaper  advertisement  is  in  the  matter  of  the 
contents  of  the  Memorandum  of  Association,  the  signatories  thereto,  and  the 
number  of  shares  subscribed  for  by  them. 

The  effect  of  the  Act  is  to  impose  a  statutory  duty  of  disclosure  on 
directors ;  and  for  breach  of  this  duty  the  directors  are  personally  liable  in 
damages,  except  where  the  breach  arose  from  ignorance  or  honest  mistake  (sec. 
10  (7)),  as  to  which  see  Dovey  v.  Cory  [1901],  A.C.  25 ;  Joint  Stock  Discount 
Cos.  v.  Brown,  L.E.  8  Eq.  381 ;  Land  Credit  Co.  of  Ireland  v.  Lord  Fermoy, 
L.E.  8  Eq.  12 ;  re  National  Funds  Assurance  Co.,  10  Oh.  D.  128.  But  the 
section  would  not  necessarily  give  a  shareholder  a  right  to  rescind  his  con- 
tract if  any  of  the  matters  specified  are  not  disclosed.  Such  a  right  would 
only  arise  where  the  non-disclosure  is  such  as  to  falsify  the  statements  made 
(Aaron  s  Beefs  v.  Twigg  [1896],  A.C.  273 ;  M'Keoion  v.  Bondard,  65  L.J. 
Ch.  735  ;  and  see  Gover's  Case,  1  Oh.  D.  196  ;  in  re  Bagnald  &  Co.,  39  L.T.E. 
536). 

The  final  clause  of  the  section  provides  that  nothing  in  the  section  is  to 
limit  or  diminish  any  liability  which  any  person  may  incur  under  the 
general  law  apart  from  the  section.  This  points  more  particularly  to 
liability  in  an  action  of  deceit  and  in  an  action  under  the  Directors' 
Liability  Act  1890.  As  to  the  old  action  of  deceit,  see  Berry  v.  Feek,  14 
App.  Cas.  359 ;  Peek  v.  Gurney,  L.E.  6  H.L.  403 ;  Arkwright  v.  Ncivbold, 
17  Ch.  D.  320 ;  Smith  v.  Chadioick,  9  App.  Cas.  187 ;  and  Polhill  v.  Walter, 
3  B.  &  Ad.  114. 

(3)  Directors'  Liability  for  Prospectus :  The  Directors  Liability  Act 
1890. — This  Act,  which  was  passed  to  meet  the  inadequacy  of  the  law 
as  disclosed  by  Peek  v.  Derry  (12  App.  Cas.  337),  dealt  with  mis-statements 
in  prospectuses  rather  than  non-disclosure,  and  the  effect  of  it  may  be 
shortly  stated  thus : — If  an  allottee  of  shares  once  proves  that  a  material 
statement  in  the  prospectus  is  untrue,  and  that  he  took  shares  on  the  faith 
of  the  prospectus,  and  has  sustained  damage,  he  is  entitled  to  sue  every 
director  and  every  person  who  has  authorised  the  issue  of  the  prospectus,  arnd 
compel  them  to  pay  him  compensation  for  his  loss.  The  defaulting  director 
in  such  a  case  can  only  displace  his  jprimd  facie  liability  by  proving  affirma- 
tively that  he  had  reasonable  grounds  to  believe  the  statement  in  question 
to  be  true,  and  that  he  did  in  fact  believe  it  to  be  true ;  and  if  the  statement 
was  made  on  the  authority  of  an  expert,  the  defaulting  director  must  prove 
that  it  was  in  fact  made  on  the  authority  of  such  expert  and  fairly  repre- 
sented his  opinion  (Directors'  Liability  Act  1890,  sec.  3  (1)(&)(4);  see 
Bensusan  v.  Clarke,  W.N.  1897,  175  ;  Drincqbier  v.    Wood  [1899],  1   Ch. 
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393 ;  Greenwood  v.  Zeathershod  Wheel  Co.  [1900],  1  Ch.  421 ;  re  British 
Burmah  Zand  Co.,  56  L.T.R.  815 ;  Angus  v.  Clifford,  39  W.R.  252).  As  to 
the  measure  of  damages,  see  Troycross  v.  Grant,  2  C.P.D.  469.  A  deceased 
director's  estate  may  be  liable  if  it  has  benefited  by  the  misrepresentation 
{Peek  v.  Gurney,  L.R.  6  H.L.  393 ;  Conf.  Phillips  v.  Homfray,  24  Ch.  D. 
454 ;  see  also  Frankenberg  v.  Great  Horseless  Carriage  Cos.  [1900],  1  Q.B. 
504).  Semble,  six  years  is  the  period  of  limitation  of  action  under  the  Act 
{Thomson  v.  Zord  Clanmorris  [1900],  1  Ch.  718). 

(4)  Who  can  Sue  for  Fraud  or  Misrepresentation  in. — A  prospectus  is 
addressed  to  persons  who  are  invited  to  take  shares  in  the  company,  and  it 
is  therefore  these  only — the  original  allottees,  not  buyers  in  the  market — 
who  are  entitled  to  sue  for  fraud  or  misrepresentation  contained  in  it  {Peek 
v.  Gurney,  L.R.  6  H.L.  403),  but  the  prospectus  may  be  framed  and  used  for 
the  purpose  of  inducing  persons  to  buy  shares  in  the  market,  and  if  so  such 
persons  may  sue  {Andrews  v.  Mockford  [1891],  1  Q.B.  372). 

6.  Allotment. — One  of  the  chief  abuses  of  our  company  system  prior  to 
the  Companies  Act  1900  arose  out  of  directors  going  to  allotment  on  an 
insufficient  subscription.  The  matter  was  generally  left  to  the  discretion  of 
the  directors,  and  if  they  chose,  however  improvidently,  to  go  on,  a  subscriber 
had  no  right  to  claim  back  his  money ;  for  each  co-adventurer  had  subscribed 
on  the  faith  of  all  being  embarked  in  a  common  undertaking  {Baird  v. 
Boss,  2  Macq.  61).  With  a  view  to  remedying  this  evil  the  Companies 
Act  1900  now  provides  that  no  allotment  is  to  be  made  unless  the  amount 
(if  any)  fixed  by  the  Memorandum  or  Articles  of  Association,  and  named  in 
the  prospectus  as  the  minimum  subscription  upon  which  the  directors  may 
proceed  to  allotment,  has  been  subscribed ;  and  if  no  such  minimum  sub- 
scription is  fixed  and  named,  then  the  whole  amount  of  the  share  capital  so 
offered  for  subscription.  This  minimum  subscription  is  to  be  reckoned 
exclusively  of  any  amount  payable  otherwise  than  in  cash  (sec.  4  (2)).  Not 
less  than  5  per  cent  on  the  share  value  is  to  be  payable  on  application 
(sec.  4  (3)). 

If  these  conditions  have  not  been  complied  with  within  forty  days  after 
the  first  issue  of  the  prospectus,  all  money  received  from  applicants  for  shares 
is  to  be  forthwith  repaid  without  interest,  and  if  not  so  repaid  within  forty- 
eight  days  after  the  issue  of  the  prospectus,  the  directors  are  to  be  jointly 
and  severally  liable  to  repay  the  money  with  interest  at  5  per  cent.  As  to 
the  joint  and  several  liability  of  directors,  see  re  Carriage  Co-operative  Supply 
Association,  27  Ch.  D.  322 ;  Zand  Credit  Co.  v.  Zord  Fermoy,  8  Eq.  7. 
Any  condition  requiring  or  binding  any  applicant  to  waive  compliance  with 
the  section  is  void  (sec.  4  (5)).  See  as  to  a  waiver  clause  Greenwood  v. 
Zeathershod  Wheel  Co.  [1900],  1  Ch.  420 ;  Cackett  v.  Keswick  [1902],  2  Ch. 
456. 

An  allotment  made  by  a  company  in  contravention  of  the  foregoing 
provisions  is  to  be  voidable  at  the  instance  of  the  applicant  within  one 
month  after  the  holding  of  the  statutory  meeting  (sec.  5  (1)),  and  the 
company  being  then  in  winding  up  is  to  make  no  difference.  Directors 
knowingly  permitting  an  irregular  allotment  are  liable  in  damages  (sec.  5 
(2)).  "Knowingly"  means  with  knowledge  that  the  statutory  conditions 
have  not  been  complied  with  {Ihuycross  v.  Grant,  L.R,  2  C.P.D.  542);  but 
a  director  cannot  shelter  himself  from  liability  by  closing  his  eyes  and  re- 
fraining from  inquiry  {Joint  Stock  Discount  Co.  v.  Brown,  L.R.  8  Eq.  381  ; 
Bamshlll  v.  Fdwards,  31  Ch.  D.  100). 

7.  Return  of  Allotments  {Companies  Act  1900). — Within  a  month 
after  allotment  the  company  must  file  with  the  Registrar  of  Joint  Stock 
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Companies  a  return  of  the  number  of  shares  allotted,  the  consideration,  and 
other  particulars  in  the  form  No.  45  to  the  Act. 

8.  Commencement  of  Business. — But  a  company,  other  than  a  private 
company,  is  still  not  entitled  to  commence  business  or  exercise  any  borrow- 
ing powers  (Companies  Act  1900,  sec.  6)  until  it  has  filed  with  the 
Registrar  a  statutory  declaration  by  the  secretary,  or  one  of  the  directors,  in 
the  prescribed  form  (No.  44),  that  the  conditions  as  to  the  minimum  allotment 
and  as  to  payment  by  directors  for  their  qualification  shares  have  been  com- 
plied with.  On  filing  this  the  Registrar  is  to  give  the  company  its  business 
certificate.  Pending  this  certificate  every  contract  made  by  the  company  is 
to  be  provisional  only  (Companies  Act  1900,  sec.  6  (4)). 

Private  Companies. — The  distinction  between  public  and  private  com- 
panies is  not  one  which  is  to  be  found  in  the  Companies  Act  1862,  but  it 
is  a  distinction  recognised  as  existing,  not  in  name,  but  impliedly  by  several 
sections  of  the  Companies  Act  1900,  which  speak  of  companies  which  do 
not  issue  an  invitation  to  the  public  to  subscribe  their  shares.  This  is  the 
chief  characteristic  of  the  private  companies,  but  it  is  not  the  only  one.  A 
private  company  has  its  shares  held  in  a  few  hands.  It  is,  in  fact,  a  partner- 
ship endowed  with  corporate  form.  The  advantages  which  incorporation 
confers  have  of  late  years  been  much  more  generally  appreciated  by  firms 
and  individual  traders — the  advantages  of  limited  liability,  of  being  able  to 
distribute  the  interest  in  a  business  among  members  of  a  family,  the  avoiding 
dislocation  of  the  business  by  death,  bankruptcy,  or  lunacy  of  its  members, 
continuity  in  contracts,  the  holding  and  dealing  with  property,  and  the 
borrowing  on  debentures.  All  these  can  be  secured  by  conversion  of  a 
business  into  a  trading  company,  and  some  one-third  of  the  companies  now 
registered  are  of  this  class.  No  change  of  name  is  involved — only  the 
addition  of  "  limited  "  ;  for  instance  "  W.  &  A.  Gilbey,  Limited,"  "  Crosse  & 
Blackwell,  Limited,"  "  Huntley  &  Palmer,  Limited."  It  was  not  until  1894 
that  any  doubt  was  raised  as  to  the  validity  of  a  company  so  formed,  but  in 
Broderik  v.  Salomon  [1895],  2  Ch.  323,  the  Court  of  Appeal  held  that  a 
company  constituted  by  a  single  trader  with  six  dummy  subscribers  to  the 
Memorandum,  stigmatised  as  a  "  one  man  company,"  was  an  abuse  of  the 
Act  and  a  nullity.  This  view,  if  maintained,  would  have  had  the  disastrous 
effect  of  disincorporating  thousands  of  private  companies,  but  it  was  fortu- 
nately overruled  by  the  House  of  Lords  {Salomon  v.  Salomon  &  Co.  [1897], 
A.<  .  22).  The  conditions  required  by  the  Legislature  had  been  complied 
with,  and  that  was  enough  to  give  the  company  a  legal  existence. 

In  the  main  features  of  its  constitution  a  private  company  differs  little 
from  a  public  one,  but  in  one  or  two  particulars  special  provisions  are 
requisite.  It  is  generally  desired,  for  instance  (1),  to  keep  all  the  shares 
among  the  members,  and  not  to  let  them  get  into  the  hands  of  the  public  ; 
and  (2)  to  give  the  principal  shareholders,  the  original  partners,  a  paramount 
control  over  the  management.  For  this  purpose  it  is  usual  to  provide  speci- 
ally the  articles  that  no  share  shall  be  transferred  to  a  stranger  so  long  as 
any  member  is  willing  to  purchase  it  at  a  fair  value  ;  that  a  member  desirous 
of  transferring  his  snares  shall  give  notice  to  the  company ;  that  the  com- 
pany shall  offer  the  shares  to  the  other  shareholders  ;  that  if  within  a  certain 
period  the  company  finds  a  purchaser,  the  shares  shall  be  transferred  to  him  ; 
and  that  in  case  of  dispute  the  value  shall  be  settled  by  arbitration,  or  shall 
be  such  a  sum  as  the  auditor  certifies  to  be  in  his  opinion  the  fair  value.  A 
right  of  vetoing  transfers  for  a  limited  period  is  often  reserved  to  directors, 
unless  the  transfer  is  approved  of  by  the  holders  of,  say,  three-fourths  of 
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the  shares.  So  in  regard  to  the  management;  it  is  common  to  provide 
that  the  owner  or  owners  of  the  business  shall  be  entitled  to  hold  office  as 
directors  for  a  term  of  years,  or  for  life,  provided  he  or  they  continue  to  hold 
a  certain  number  of  shares,  or  an  owner  is  empowered  to  authorise  his 
executors  or  trustees  whilst  holding  a  certain  number  of  shares  to  appoint 
directors.  Directors  holding  office  on  these  special  terms  are  described  as 
"  governing,"  or  "  permanent,"  or  "  life  "  directors.  This  union  of  interest 
and  management  in  *  the  same  persons  gives  a  private  company  a  great 
advantage  over  a  public  company,  whose  directors  are  mere  agents  holding 
only  a  small  proportion  of  the  company's  shares,  and  accounts  for  the  fact 
that  private  companies  compare  very  favourably,  as  remarked  by  Vaughan 
Williams,  L.J.,  in  the  matter  of  solvency,  with  public  companies. 

Companies  (Associations)  not  for  Gain. — The  Companies  Acts  are 
primarily  concerned  with  associations  having  for  their  object  the  acquisi- 
tion of  gain,  but  there  are  numerous  associations  existing  for  the  promotion 
of  many  objects  other  than  gain — commerce,  art,  science,  religion,  charity. 
To  such  associations  the  corporate  form  of  constitution  is  as  convenient  as 
it  is  to  the  ordinary  trading  company,  but  they  are  averse  to  the  com- 
mercial suggestion  involved  in  calling  themselves  "  Companies,"  or  having 
the  word  "  Limited  "  attached  to  their  name,  nor  do  they  need  it,  not  being 
in  the  habit  of  contracting  liabilities  to  a  lame  amount,  but  living  on 
subscriptions.  The  Legislature  has,  accordingly,  by  sec.  23  of  the  Act  of 
1867,  allowed  such  associations  to  dispense  with  the  word  "  limited,"  on 
proving  to  the  Board  of  Trade  that  they  are  formed  solely  for  the  purpose 
of  promoting  commerce,  art,  science,  religion,  charity,  or  any  other  useful 
object,  and  that  it  is  the  intention  of  the  association  to  apply  the  profits  or 
other  income  of  the  association  in  promoting  its  objects,  and  to  prohibit  the 
payment  of  any  dividend  to  the  members  of  the  association. 

A  company  of  this  kind  cannot,  under  sec.  21  of  the  Companies  Act 
1862,  hold  more  than  two  acres  of  land  without  the  sanction  of  the  Board 
of  Trade. 

Large  numbers  of  associations  of  all  kinds  have  been  formed  under  this 
power, — law  societies,  chambers  of  commerce,  clubs,  high  schools,  colleges, 
and  institutes,  hospitals,  horticultural,  archaeological,  and  philosophical 
societies,  "  The  Church  Army,"  "  The  Fish  Industries  Association,"  "  The 
Palestine  Exploration  Fund,"  "  The  Sacred  Harmonic  Society,"  "  The 
Meteorological  Council."  Any  name,  such  as  chamber,  club,  society,  ex- 
change, council,  can  be  used  in  lieu  of  company. 

The  mode  of  proceeding  is  to  send  a  written  application  for  a  license  to 
the  Board  of  Trade,  accompanied  by  drafts  of  the  proposed  Memorandum 
and  Articles  in  duplicate,  together  with  a  cheque  for  5  guineas,  the  fee  for 
the  counsel  of  the  Board  of  Trade  settling  the  documents.  Associations  of 
this  kind  are  usually  limited  by  guarantee,  as  to  which  see  infra. 

Companies  Limited  by  Guarantee. — The  company  limited  by  guar- 
antee is,  as  its  name  implies,  a  company  iu  which  each  member  pledges 
himself  to  contribute  to  the  assets  of  the  company  in  the  event  of  its  being 
wound  up,  the  amount  of  the  guarantee,  whatever  that  may  be — £5,  £1,  or 
10s.     The  Memorandum  of  Association  of  such  a  company  is  to  contain — 

1.  The  name  of  the  proposed  company,  with  "Limited"  as  the  last 
word. 

2.  The  part  of  the  United  Kingdom  where  the  registered  office  is 
situate. 

3.  The  objects  of  the  company. 
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4.  A  declaration  that  each  member  undertakes  to  contribute  to  the 
assets  of  the  company  in  the  event  of  the  same  being  wound  up  during  the 
time  that  he  is  a  member,  or  within  one  year  afterwards,  for  payment  of  the 
debts  and  liabilities  of  the  company,  the  costs  of  winding  up,  and  the 
adjustment  of  the  rights  of  contributories  among  themselves,  such  amount 
as  may  be  required  not  exceeding  a  specified  sum. 

The  Memorandum  must  be  accompanied  by  Articles  with  appropriate 
provisions.  The  object  aimed  at  in  the  company  limited  by  the  guarantee 
was,  as  Lord  Thring,  the  draftsman,  has  stated,  to  secure  a  greater  elasticity 
of  constitution.  No  nominal  money  value  is  set  on  the  shares  of  the 
members  or  on  the  proportions  of  their  interests  in  property  held  by  the 
company.  The  property  simply  belongs  to  the  members  in  certain  frac- 
tional amounts.  The  guarantee  form  is  for  this  and  other  reasons  well 
adapted  for  associations  intended  to  be  supported  by  annual  subscriptions, 
and  registering  by  license  of  the  Board  of  Trade  without  the  word 
"  Limited,"  such  as  clubs,  law  societies,  trade  protection  societies,  institutes, 
chambers  of  commerce ;  also  for  syndicates  for  testing  patents,  exploring 
mines,  or  pooling  shares. 

The  company  limited  by  guarantee  is  exempt  from  many  of  the 
restrictions  attaching  to  companies  limited  by  shares.  It  may  issue  shares 
at  a  discount,  reduce  capital,  or  cancel  shares.  It  is  not  liable  to  the  ad 
valorem  capital  duty.  To  obtain  these  advantages  together  with  those  of  a 
company  with  a  capital  divided  into  shares,  the  experiment  was  tried  of 
registering  a  company  as  one  limited  by  guarantee,  and  then  passing  and 
registering  a  special  resolution  altering  the  articles,  and  providing  that  the 
undertaking  should  be  deemed  to  be  divided  into,  say  10,000  shares,  each  of 
the  subscribers  to  be  entitled  to  the  number  of  shares  set  opposite  his 
signature.  This  proceeding,  though  technically  it  could  not  be  excepted  to 
(Malleson  v.  The  General  Mineral  Patent  Syndicate  [1894],  3  Ch.  538),  was 
a  clear  abuse  of  the  Act,  and  it  has  now  been  foiled  by  sec.  27  of  the  Com- 
panies Act  1900,  the  effect  of  which  is  to  render  a  company  limited  by 
guarantee  and  having  a  capital  divided  into  shares  for  all  the  purposes  of 
the  Companies  Acts  a  company  limited  by  shares,  and  subject  as  such  to 
the  statutory  regulations  as  to  payment  in  full  of  shares,  non-reduction  of 
capital,  &c. 

Public  Companies. — Besides  trading  and  other  companies,  under  the 
Companies  Acts  1862-1900,  there  is  another  large  class  of  companies  which 
may  be  called  "  Public  Companies," — that  is  to  say,  companies  incorporated 
by  a  special  Act  for  carrying  on  undertakings  of  public  utility.  These 
companies  are  governed  by  the  conjoint  operation  of  their  special  Act  and 
the  Companies  Clauses  Acts  1845,  1863,  and  1869.  The  special  Act  sup- 
plies the  peculiar  powers  and  provisions  which  the  particular  company 
requires,  and  the  Companies  Clauses  Acts  those  general  powers  and  pro- 
visions which  are  necessarily  or  usually  inserted  in  the  constitution  of  such 
public  companies.  Railway  companies  have  further  special  legislation  to 
themselves.  Edward  Manson. 
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A  company  is  brought  to  an  end  by  the  statutory  machinery  of  a 
winding  up.  Winding  up  is  of  two  kinds :  (1)  winding  up  by  the  Court ; 
and  (2)  voluntary  winding  up.  Voluntary  winding  up  is  sometimes 
carried  on  under  the  supervision  of  the  Court,  and  is  then  known  as 
winding  up  under  supervision. 

I.  By  the  Court. — Winding  up  by  the  Court  is  provided  for  in 
sees.  74-114  of  the  Companies  Act,  and — as  to  companies  having  their 
registered  office  in  England  or  Wales — by  the  Companies  Winding-up 
Act  1890. 

The  object  of  the  Companies  Act  1862  was  merely  to  supply  a  sum- 
mary mode  of  administering  the  company's  assets  and  dissolving  it.  In 
the  Companies  Act  1890  the  Legislature  went  farther,  and,  in  the  interests 
of  commercial  morality,  introduced  a  system  of  official  administration  and 
vested  a  quasi-moral  censorship  in  the  Board  of  Trade. 

1.  "  The  Court." — "  The  Court "  for  winding-up  purposes  is  defined  by 
sec.  1  of  the  Companies  Winding-up  Act  1890.  Where  the  paid-up  capital 
exceeds  £10,000  it  is  the  High  Court,  where  it  is  under  that  amount,  and 
the  company's  registered  office  is  within  the  district  of  a  County  Court 
having  jurisdiction  under  the  Act,  in  such  County  Court.  The  Metropolitan 
County  Courts  are  excluded. 

2.  Companies  which  may  be  wound  up. — Unregistered  companies  as 
well  as  registered  companies  may  be  wound  up  under  the  Act  (see  Bradford 
Navigation,  10  Eq.  331 ;  South  London  Fishmarket,  39  Ch.  D.  324 ;  Oriental 
Bank  Corp.,  542,  J.  Ch.  481 ;  Bank  of  South  Australia  [1895],  1  Ch.  578  ; 
Mercantile  Bank  of  Australia  [1892],  2  Ch.  204;  Jarvis  Could  in  Mortgage 
Co.,  11  T.L.R.  373).  But  the  jurisdiction  to  wind  up  an  undertaking- 
declared  by  the  Legislature  to  be  one  of  public  utility  ought  to  be 
cautiously  exercised  (Fraternity  of  Free  Fishermen  of  Faversham,  36  Ch. 
D.  329,  and  see  re  Borough  of  Portsmouth  Tramways  Co.  [1892],  2  Ch.  362). 

Railway  companies  are  expressly  excepted  from  the  winding-up  pro- 
visions of  the  Companies  Act  1862  (sec.  199). 
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3.  Grounds  for  winding  up. — The  grounds  on  which  a  company  may 
be  wound  up  by  the  Court  are  set  out  in  sec.  79  of  the  Companies  Act  1862. 
They  are — 

(1)  "Whenever  the  company  has  passed  a  special  resolution  requiring  the 
company  to  be  wound  up  by  the  Court. 

(2)  Whenever  the  company  does  not  commence  its  business  within  a 
year  from  its  incorporation,  or  suspends  its  business  for  the  space  of  a 
whole  year. 

(3)  Whenever  the  members  are  reduced  in  number  to  less  than  seven. 

(4)  Whenever  the  company  is  unable  to  pay  its  debts. 

(5)  Whenever  the  Court  is  of  opinion  that  it  is  just  and  equitable  that 
the  company  should  be  wound  up. 

Besides  these  grounds  the  official  receiver  may,  under  sec.  14  of  the  Com- 
panies Winding-up  Act  1890,  present  a  petition  for  winding  up  a  company 
which  is  in  voluntary  winding-up  or  winding  up  under  supervision,  where 
the  Court  is  satisfied  that  the  voluntary  winding  up  or  winding-up  subject 
to  supervision,  cannot  be  continued  with  due  regard  to  the  interests  of  the 
creditors  or  contributories. 

A  shareholder  may  also  now  petition  the  Court  for  the  winding  up  of  a 
company  if  default  is  made  in  filing  the  report  of  the  company's  affairs 
required  by  sec.  12  of  the  Companies  Act  1900,  on  holding  the  statutory 
meeting  under  the  same  section. 

The  most  commonly  resorted  to  of  all  these  grounds  are  clauses  4  and 
5  in  sec.  79  of  the  Act  of  1862,  inability  to  pay  debts,  and  the  just  and 
equitable  clauses. 

(1)  Inability  to  pay  Debts. — Inability  to  pay  debts  may  be  proved  by 
any  evidence  sufficient  to  satisfy  the  Court,  but  the  Act  has  also  in  sec.  80 
furnished  certain  statutory  criteria — cases  in  which  a  company  is  to  be 
deemed  to  be  unable  to  pay  its  debts,  as  where  a  creditor  for  a  sum 
exceeding  £50  then  due  has  served  a  demand  on  the  company,  and  the 
company  has  neglected  to  pay  or  compound  the  debt,  or  where  execution 
issued  on  a  judgment  by  the  petitioning  creditors  against  the  company  has 
been  returned  unsatisfied.  A  company  in  these  cases  is  to  be  deemed  to  be 
unable  to  pay  its  debts. 

The  Court  is  bound  to  treat  "  neglect "  by  the  company  as  conclusive 
(re  Imperial  Hydropathic  Hotel  Co.,  49  L.T.K.  160 ;  but  see  re  London  and 
Paris  Banks  Corp.,  19  Eq.  444).  The  whole  three  weeks  must  have  expired 
(re  Catholic  Publishing  Co.,  2  De  G.  J.  and  S.  121). 

A  company  is  not  "  unable  to  pay  its  debts  "  (sec.  79  (4))  merely  because 
it  is  carrying  on  a  losing  business,  if  its  assets  more  than  balance  its 
liabilities  (re  Joint  Stock  Coal  Co.,  L.K.  2  Eq.  146).  A  company's  acceptance 
having  been  dishonoured  is  proof  that  the  company  is  unable  to  pay  its 
debts  under  sec.  80  (4),  though  no  demand  has  been  made  under  subs.  1  (re 
Globe  New  Patent  Iron  Co.,  L.K.  20  Eq.  337). 

(2)  Just  and  Equitable. — These  words  do  not  limit  the  Court  to  grounds 
"  ejusdem  generis  "  with  those  stated  in  the  four  preceding  clauses  (Sailing 
Ship  Kentmere,  1897,  W.N.  58 ;  Australian  Joint  Stock  Bank,  1897,  W.N. 
48).  Orders  have  been  made  under  it  where  the  company  was  a  "  bubble  " 
company  (Anglo-Greek  Steam  Co.,  L.E.  2  Eq.  6  ;  re  London  and  County  Coal 
Co.,  L.E.  3  Eq.  355) ;  but  a  company  is  not  a  "  bubble  "  company  because  it 
has  been  defrauded  (re  Nylstom  Co.,  60  L.T.R.  478 ;  re  Haven  Gold  Mining 
Co.,  20  Ch.  D.  151);  where  the  company  was  formed  to  carry  out  a  fraud 
(re  Brunsmead  &  Sons  [1897],  1  Ch.  45,  406);  and — most  commonly — 
where  the  substratum  or  raison  d'etre  of  the  company  has  gone  (re  Suburban 
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Hotel  Co.,  L.E.  2  Ch.  750  ;  re  German  Date  Coffee  Co.,  20  Ch.  D.  169  ;  Haven 
Gold  Mining  Co.,  supra;  re  Red  Rock  Gold  Mining  Co.,  61  L.T.  785;  re 
Coolgardie  Consolidated  Co.,  76  L.T.K.  269 ;  re  Amalgamated  Syndicate 
[1897],  2  Ch.  600,  and  see  re  Kronand  Metal  Co.  [1899],  W.N.  15). 

(3)  Misconduct  of  Directors.  —  The  misconduct  of  the  directors  of  a 
company  is  not  a  ground  on  which  the  Court  will  consider  it  "just  and 
equitable  "  to  wind  up  the  company  unless  such  management  has  resulted 
in  insolvency  (re  Anglo-Greek  Steam  Co.,  L.E.  2  Eq.  1). 

4.  Who  may  present  Petition. — A  petition  may  be  presented  by  (a)  the 
company  itself ;  (b)  by  a  creditor ;  (c)  by  a  contributory,  Companies  Act ; 
(d)  by  the  official  receiver,  Companies  Act  1890,  sec.  14;  (e)  by  a  shareholder, 
Companies  Act  1900,  sec.  12. 

A  company  rarely  petitions  itself,  preferring,  if  it  must  wind  up,  to  do 
so  voluntarily  by  resolution. 

(1)  Creditor's  Petition. — To  found  a  creditor's  petition  the  petitioner's 
debt  should  be  (a)  presently  payable,  e.g.  the  holder  of  a  bill  of  exchange  not 
yet  payable  cannot  petition  ( W.  Powell  &  Sons  1892,  W.N.  94),  or  a  landlord 
in  respect  of  future  rent  ( United  Club  Co.,  60  L.T.R  665,  and  see  Melbourne 
Brewery  Co.  [1901],  1  Ch.  453) ;  (b)  it  should  not  be  a  disputed  debt  (re 
Gold  Hill  Mines,  23  Ch.  D.  215),  for  non-payment  of  a  disputed  debt  is  no 
proof  of  insolvency  (re  Wheal  Lovett  Mining  Co.,  1  M.  &  G.  1) ;  an 
action  and  not  a  winding-up  petition  is  the  proper  machinery  (re  Imperial 
Guardian  Life  Assurance  Society,  L.E.  9  Eq.  447 ;  Cercle  Restaurant  Co.  v. 
Lavery,  18  Ch.  D.  555),  but  this  must  be  understood  as  meaning  where  there 
is  a  reasonable  ground  for  disputing  the  debt  (re  Imperial  Hydropathic 
Hotel  Co.,  49  L.T.E.  150 ;  re  Great  Britain  Mutual  Life  Assurance  Society, 
16  Ch.  D.  246).  No  definite  amount  is  necessary,  e.g.  the  debt  need  not  be 
for  £50,  but  the  Court  does  not  look  with  favour  on  petitions  by  creditors 
for  very  small  amounts  (Herbert  Standring  &  Co.,  W.N.  1895,  99  ;  Fancy 
Press  Co.,  W.N.  1899,  109 ;  Langley  Mills  Steel  Co.,  L.R  12  Eq.  26).  A 
claim  for  unliquidated  damages,  e.g.  for  wrongful  dismissal,  is  not  a  good 
petitioning  debt  (re  Gold  Mines,  23  Ch.  D.  213).  An  equitable  debt  is 
sufficient  to  support  a  petition  (re  National  P.  B.  Building  Society,  L.E,  5 
Ch.  312),  but  a  bare  trustee  of  a  debt  who  petitions  must  join  the  beneficial 
owner  (re  Ooregum  Gold  Mining  Co.,  29  Sol.  J.  204).  A  debenture  holder 
whose  interest  is  in  arrear  may  petition  (re  Olathe  Silver  Mining  Co.,  27 
Ch.  D.  278 ;  re  Chapel  House  Colliery  Co.,  24  Ch.  D.  259) ;  and  a  secured 
creditor  (Moor  v.  Anglo-Italian  Bank,  10  Ch.  D.  681).  So  may  the  assignee 
of  a  debt  (re  Paris  Skating  Rink  Co.,  5  Ch.  D.  962 ;  re  Cheshire  Patent  Salt 
Co.,  1  N.E.  533) ;  but  not  the  garnishor  of  a  debt  due  from  a  company 
(Combined  Weighing  and  Advertising  Machine  Co.,  43  Ch.  D.  99);  or  a 
person  who  has  guaranteed  the  payment  of  a  debt  due  from  the  company, 
but  has  not  paid  such  debt  (Vron  Colliery  Co.,  20  Ch.  D.  442). 

A  creditor  who  can  show  a  good  petitioning  debt  is  primd facie  entitled  ex 
debito  justice  to  a  winding-up  order  (Boives  v.  Hope  Mutual  Life  Insurance 
Society,  11  L.C.  402;  re  Western  of  Canada,  17  Eq.  1;  re  Chapel  House 
Colliery,  24  Ch.  D.  259);  but  the  Court  may,  under  sees.  91  and  149  of  the 
Companies  Act  1862,  have  regard,  in  all  matters  relating  to  winding  up,  to 
the  wishes  of  the  creditors  and  contributories,  and  if  a  majority  of  creditors 
object  to  a  winding-up  order  the  Court  may  refuse  to  make  it.  In 
exercising  its  discretion  the  Court  is  not,  however,  since  the  Companies 
Winding-up  Act  1890,  guided  solely  by  the  wishes  of  creditors,  but  asks 
itself  whether  in  the  interests  of  commercial  morality  there  ought  not  to  be 
an  investigation  (re  Krasnapolsky  Co.  [1892],  3  Ch.  174;  London  Heal  fit 
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Electrical  Institute,  1890,  W.N.  170  W.N.  1897,  16).  So  too  the  Court  will 
not  make  the  order  if  it  would  be  futile — that  is,  it*  it  would  not  produce 
any  assets  (re  Fraternity  of  Free  Fishermen  of  Faversham,  36  Ch.  D.  329  ; 
re  United  Stock  Exchange,  51  L.T.E.  687) ;  or  if  there  being  assets  they  will 
be  exhausted  by  the  claims  of  debenture  holders  (re  Chapel  House  Colliery 
Co.,  24  Ch.  D.  259 ;  re  Olathe  Silver  Mining  Co.,  27  Ch.  D.  278 ;  and  see  re 
Patent  Bread  Machinery  Co.  (14  W.R.  787). 

The  company  being  in  voluntary  winding  up  is  not  a  bar  to  a  creditor's 
right  to  have  it  wound  up  by  the  Court  if  the  Court  is  of  opinion  that  the 
creditor's  rights  will  be  prejudiced  by  the  voluntary  winding-up  (Act,  sec. 
145), re  New  York  Exchange  Co.,  39  Ch.  D.  415;  re  Anglo- Austrian  Printing 
Union,  35  Sol.  J.  469  ;  re  Electrical  Engineering  Co.,  64  L.T.R.  658  ;  but  the 
onus  of  proving  this  is  on  the  petitioner  (re  Neiv  York  Exchange,  supra). 
Investigation  being  required  is  a  ground  for  an  order  (re  Anglo- Austrian 
Printing  Union,  supra;  re  National  Debenture  &  Assets  Co.  [1891],  2  Ch. 
518  ;  Medical  Battery  Co.  [1894],  1  Ch.  444;  see,  however,  re  Russell,  Cordner 
&  Co.  [1891],  3  Ch.  175). 

A  creditor's  petition  should  always  contain  a  statement  that  there  are 
assets  of  the  company  available  for  payment  of  the  petitioner's  debt  (W.N. 
1902,  77). 

(2)  Contributory. — A  shareholder  coming  to  ask  the  Court  to  wind  up 
the  company  is  in  a  very  different  position  to  a  creditor.  The  policy  of  the 
Legislature  in  the  Companies  Acts  is  that  in  all  the  internal  affairs  of  the 
company,  and  winding  up  is  one  of  them,  the  wishes  of  the  majority  of 
shareholders  should  prevail.  If,  therefore,  the  shareholders  have  resolved 
on  a  voluntary  winding  up,  the  Court  will  not,  on  a  shareholder's  petition, 
make  a  compulsory  order.  That  is  the  general  rule  now  well  settled 
(re  Bank  of  Gibraltar  and  Malta,  L.R.  1  Ch.  74 ;  Imperial  Bank  of  China, 
L.R.  1  Ch.  339),  but  it  will  not  prevail  if  the  resolution  has  been  unfairly 
obtained  (re  London  and  Mercantile  Discount  Cos.,  L.R.  1  Eq.  277 ;  re 
Beaujolais  Wine  Co.,  L.R.  3  Ch.  15).  If,  for  instance,  there  are  matters 
requiring  investigation  and  the  majority  are  so  mixed  up  with  the  trans- 
actions sought  to  be  impeached,  that  the  resolution  of  the  general  meeting 
is  not  the  decision  of  impartial  persons,  the  resolution  will  not  be  a  bar  to 
a  compulsory  order  (re  Gold  Co.,  11  Ch.  D.  701;  re  West  Surrey  Tanning 
Co.,  L.R.  2  Eq.  737),  and  to  determine  the  impartiality  of  the  voting  the 
Court  will  examine  the  composition  of  the  majority  (re  Varieties  [1893], 
2  Ch.  235).  But  the  jurisdiction  to  make  a  compulsory  order  notwith- 
standing a  voluntary  winding  up  is  not  confined  to  these  cases.  It  may  be 
exercised  whenever  the  voluntary  winding  up  is  in  the  opinion  of  the  Court 
likely  to  be  prejudicial  to  the  shareholders  (National  Co.  for  Distribution  of 
Electricity  by  Secondary  Generators  [1902],  2  Ch.  34  C.A.) 

The  wishes  of  shareholders  can  only  prevail  in  matters  which  are 
intra  vires  the  company.  If  a  company's  substratum  has  gone,  a  share- 
holder has  a  right  to  say  that  it  is  "just  and  equitable"  that  the  company 
should  be  wound  up,  though  the  majority  wish  it  to  go  on  (re  Suburban 
Hotel  Cos.,  L.R.  2  Ch.  757;  re  German  Date  Co.,  20  Ch.  D.  167;  re  Haven 
Gold  Co.,  20  Ch.  D.  151 ;  re  Brinsmead  &  Sons  [1897],  1  Ch.  45). 

A  shareholder  to  qualify  as  a  petitioner  must  be  an  original  allottee, 
or  have  held  the  shares  for  six  months  previous  to  the  winding  up 
(Act  1867,  sec.  40  ;  see  re  Wala  Wynaad,  21  Ch.  D.  849 ;  re  Patent  Steam 
Engine,  8  Ch.  D.  464 ;  and  re  City  &  County  Bank,  L.R.  10  Ch.  470). 
The  petitioning  shareholder,  being  in  arrear  with  calls,  is  not  a  bar  to  his 
presenting  a  petition  (re  Diamond  Fuel  Co.,  13  Ch.  D.  406),  but  the  Court 
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may  put  him  on  terms  as  to  payment  of  such  calls  (re  Crystal  Reef  Co. 
[1892],  1  Ch.  408).  If  the  petitioner  is  a  fully  paid  shareholder  he  must 
satisfy  the  Court  that  there  will  be  a  substantial  surplus  divisible  among 
the  shareholders  (re  Rica  Gold  Washing  Co.,  11  Ch.  D.  36  ;  re  Diamond 
Fuel  Cos.,  13  Ch.  D.  408).  And,  in  any  case,  the  onus  is  on  the  shareholder 
to  show  that  he  will  derive  some  real  benefit  from  a  winding  up  by  the 
Court  which  he  would  not  get  under  a  voluntary  winding-up  (re  Bore 
Gallery,  W.N.,  1892,  98 ;  re  National  Co.  for  Distribution  of  Electricity, 
supra). 

5.  Form  and  Presentation  of  Petition. — Every  petition  for  the 
winding  up  of  any  company  by  the  Court,  or  subject  to  the  supervision  of 
the  Court,  is  to  be  in  one  of  the  statutory  forms  (Nos.  12  and  13)  under  the 
Companies  Winding-up  Act  1890,  with  such  variations  as  circumstances 
may  require  (Winding-up  Eules,  1890,  E.  33).  It  is  to  be  presented  in 
triplicate,  with  a  £2  stamp,  at  the  office  of  the  Eegistrar,  who  writes  on  one 
copy  of  it  a  time  and  place  at  which  the  petition  is  to  be  heard,  and 
returns  it  to  the  petitioner's  solicitor  with  a  memorandum  relating  to  the 
advertising  of  the  petition,  the  affidavit  in  verification,  and  other 
preliminary  matters.  This  memorandum  must  be  filled  up  and  signed  by 
the  petitioner's  solicitor,  and  produced  to  the  Eegistrar  two  clear  days 
before  the  hearing,  to  satisfy  him  that  all  the  required  preliminaries  have 
been  complied  with.  Every  petition  is  to  be  advertised  seven  clear  clays 
(City  &  County  Bank,  L.R.  10  Ch.  471)  before  the  hearing  (W.U.E., 
1890,  E.  34).  In  case  of  companies  whose  registered  office  is  within  ten 
miles  of  the  Eoyal  Courts,  the  advertisement  is  published  once  in  the 
London  Gazette,  and  once  at  least  in  one  London  daily  morning  newspaper, 
or  in  such  other  newspaper  as  the  Court  directs ;  in  the  case  of  any  other 
company,  once  in  the  London  Gazette  and  once  in  a  local  newspaper 
circulating  in  the  district  where  the  registered  office  is  situated.  As  to 
errors  in  the  advertisement  see  re  Marezzo  Marble  Co.,  W.N.,  1874,  9;  re 
Manure  Co.,  W.N.,  1876,  234;  re  Army  and  Navy  Hotel  Co.,  31  Ch.  D. 
644;  re  Newcastle  Co.,  W.N.,  1888,  246;  W.N.,  1889,  1;  and  re  Broad's 
Patent  Co.,  W.N.,  1892,  15;  Hille  Lndia  Rubber  Co.,  W.N.,  1897,  20. 
As  to  readvertising,  where  a  different  order  is  asked  at  the  hearing,  see 
re  New  Oriental  Bank  [1892],  3  Ch.  563 ;  re  New  Morgan  Co.,  W.N.,  1893, 
79;  re  National  Wholemeal  Co.  [1891],  2  Ch.  151;  re  Dombey  &  Son, 
W.N.,  1895,  146. 

The  only  evidence  necessary,  in  the  first  instance,  on  a  petition  is 
the  statutory  affidavit  verifying  the  statements  in  the  petition  (W.U.E., 
1890,  E.  36,  Form  17).  It  must  be  filed  within  four  days  after  presentation 
of  the  petition  (re  Neiv  Weighing  Machine  Co.,  W.N.  1896,  48  ;  Gold  Hill 
Mines,  23  Ch.  D.  210).  Affidavits  in  opposition  are  to  be  filed  within  seven 
days  of  the  filing  of  the  statutory  affidavit  (W.U.E.,  March  1893,  E.  1 ; 
and  re  Greens,  W.N.,  1892  ;  see  Gilbert  v.  Endean,  9  Ch.  D.  259  ;  re  New 
Callao,  22  Ch.  D.  484).  As  to  cross-examination  see  London  Fish  Market 
Co.,  27  Sol.  J.  600;  re  Emma  Silver  Mining  Co.,  L.E.  10,  Ch.  194;  re  West 
Deron  Mine,  W.N.,  1884,  139).  Where  there  are  several  petitions  they 
rank  in  order  of  presentation  (re  Building  Societies  Trust,  44  Ch.  D.  140). 
Any  person  who,  in  response  to  the  advertisement,  id  tends  to  appear  on 
the  hearing  to  oppose  or  support,  must  send  notice  of  his  intention  to  the 
petitioners,  and  state  whether  he  opposes  or  supports  (W.  U.E.,  April 
1892,  E.  19).  This  is  to  prevent  trimmiug  at  the  hearing  in  view  of 
costs. 

6.  Hearing  and  Order. — Upon  hearing  the  petition  the  Court  (denned 
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sec.  1,  Companies  Winding-up  Act  1890)  may  dismiss  the  same  with  or 
without  costs,  may  adjourn  the  hearing  conditionally  or  unconditionally, 
md  may  make  any  interim  order  or  any  other  order  that  it  deems  just 
(C.A.  sec.  86).  Where  a  petitioner  withdraws  his  petition  at  the  hearing, 
the  Court  has  now  power  to  substitute  a  new  petitioner  (W.U.R.  March 
\893,  R  2).  Where  the  Court  makes  the  order  it  usually  gives  the 
petitioner  and  the  company  their  costs,  and  one  set  of  costs  to  creditors, 
and  one  set  of  costs  to  contributories  supporting  the  petition  (re  Peckham 
Trans.,  57  L.J.  Ch.  462).  A  winding-up  order  is  appealable  under  the 
Judicature  Act  1873,  sec.  19,  and  the  Companies  Act  1862,  sec.  124. 

7.  Stay  of  Actions  and  Executions. — On  the  making  of  a  winding-up 
order  two  results  follow  automatically :  first,  the  order  operates  as  a  stay  of 
all  proceedings  against  the  company  without  leave  of  the  Court  (Companies 
Act,  sec.  87),  and  makes  void  any  attachment,  sequestration,  distress,  or 
execution  against  the  estate  or  effects  of  the  company  (sec.  163),  the  object 
being  to  prevent  a  scramble,  and  effect  a  ratable  distribution  of  the 
company's  assets  among  creditors  (re  International  Pulp  &  Paper  Co., 
3  Ch.  D.  598).  The  Court  has,  however,  a  discretion  to  allow  actions  or 
executions  to  proceed  (re  Vron  Colliery  Co.,  20  Ch.  D.  446).  Debenture 
holders'  actions,  for  instance,  are  allowed  to  proceed,  as  of  course  ;  the  property 
belongs  to  the  debenture  holders,  and  not  to  the  company  (Lloyd  v.  Lloyd, 
6  Ch.  D.  339).  So  too  are  actions  involving  questions  which  can  be  more 
conveniently  tried  before  the  ordinary  tribunals  ( Wyley  v.  Extract  Coal  Co., 
33  Bear.  538 ;  Thames  Plate  Glass  Co.  v.  Land  Co.,  L.R.U.  Eq.  248 ;  re 
Thurso  Neiv  Gas  Co.,  42  Ch.  D.  491).  The  Court  usually  gives  leave  to 
proceed  to  an  execution  creditor  if  he  has  perfected  his  title  by  seizure 
before  the  commencement  of  the  winding  up — that  is,  the  presentation  of  the 
petition  (re  Gt.  Ship  Co.,  33  L.J.  Ch.  245 ;  and  see  re  Printing  and 
Numerical  Registering  Co.,  8  Ch.  D.  538  ;  re  Wither  sea  Brick  Works,  16  Ch. 
D.  337) ;  otherwise  where  execution  has  been  levied  after  petition  presented 
(re  London  and  Devon  Biscuit  Co.,  L.R.  12  Eq.  190  ;  re  Universal  Disinfector 
Co.,  L.R,  20  Eq.  163). 

A  landlord,  who  is  a  legal  creditor  of  the  company  in  respect  of  rent  in 
arrear  at  the  commencement  of  the  winding  up,  is  not  allowed  to  distrain, 
but  must  prove ;  otherwise  if  he  is  not  a  legal  creditor  by  reason  of  the 
company  not  being  his  tenant  (re  Oak  Pitts  Colliery  Co.,  21  Ch.  D.  329,  and 
see  re  Carriage  Co-operative  Supply  Association,  23  Ch.  D.  154;  re  New  City 
Constitutional  Club  Co.,  34  Ch.  D.  646 ;  re  Lancashire  Cotton  Spinning  Co., 
35  Ch.  D.  656 ;  and  re  International  Marine  Hydropathic  Co.,  28  Ch.  D. 
470). 

8.  Dispositions  of  Property  pending  Petition. — The  other  effect  of  a 
winding-up  order  is  to  avoid  all  dispositions  of  the  property,  effects,  and 
things  in  action  of  the  company  made  between  the  commencement  of  the 
winding  up  and  the  winding-up  order,  unless  the  Court  otherwise  orders. 
As  a  rule  the  Court  confirms  all  bond  fide  dealings  or  dispositions  by  a 
company  made  in  the  ordinary  course  of  business,  pending  a  winding-up 
petition  (re  Wiltshire  Iron  Co.,  L.R  3  Ch.  443  ;  re  Neath  Harbour  Smelting 

Works,  35  W.R.  827);  but  it  behoves  directors  to  be  careful  what  they  do 
during  that  critical  interval  (see  re  Civil  Service  General  Store,  37  L.W. 
I  li.  119  ;  Bolognesi's  Case,  L.R.  5  Ch.  567 ;  Gorringe  v.  Irwell  India  Rubber 

Works,  34  Ch.  D.  128). 

9.  Proceedings  after  Winding  -  up  Order.  —  On  an  order  being 
made  for  winding  up  a  company,  the  official  receiver  becomes  provisional 
liquidator  (Companies  Winding-up  Act  1890,  sec.  4).     As  such  his  first 
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step  is  to  take  possession  of  all  the  property  of  the  company,  applying,  if 
necessary,  for  a  special  manager  of  the  company's  business  (Companies  Acts. 
1890,  sec.  5),  and  to  call  on  the  directors  and  secretary  to  furnish  him  with 
a  statement  of  the  company's  affairs  made  out  according  to  a  statutory 
form,  and  verified  by  affidavit  (Companies  Winding-up  Act  1890,  sec.  7). 
The  persons  submitting  the  statement  may  be  required  to  attend  the  official 
receiver,  and  give  him  all  information  (New  Par  Consols  [1898],  1  Q.B. 
673).  Creditors  and  contributories  may  inspect  the  statement  when 
complete,  but  inasmuch  as  the  company's  statement  of  affairs,  and  the  in- 
vestigation of  it,  is  a  long  business,  the  winding-up  rules  (April  1895,  E.  1) 
now  provide  that  the  official  receiver  may,  without  waiting  for  the  state- 
ment, summon  first  meetings  of  creditors  and  contributories  to  settle  two 
important  points : — 

(1)  Whether  they — the  creditors  and  contributories — desire  a  liquidator 
of  their  own  choosing  in  place  of  the  official  receiver  as  liquidator ;  and 

(2)  Whether  there  shall  be  a  committee  of  inspection,  and  if  so  of  whom 
it  shall  consist. 

A  person  cannot  vote  at  these  meetings  as  a  creditor  unless  he  has  duly 
proved  a  debt  due  to  him  from  the  company  (Winding-up  Act  1890, 
Sched.  1,  and  see  re  Parrott,  63  L.T.E.  777 ;  Henry  Lister  &  Co.  [1892], 
2  Ch.  417 ;  re  Newton  [1896],  2  Q.B.  403).  Proxies  are  allowed.  The 
result  of  the  meetings  is  reported  to  the  Court ;  if  they  are  unanimous  the 
Court  may  at  once,  on  the  application  of  the  official  receiver,  give  effect  to 
them ;  if  they  are  not  unanimous  the  Court  fixes  a  day  to  decide  differences 
(W.U.E.  April  1895,  E.  2).  The  Court  may  re-summon  first  meetings  (re 
Rodford  &  Bright,  Urn.  (No.  1)  [1901]  1  Ch.  272). 

In  by  far  the  larger  number  of  cases  the  official  receiver  is  retained  as 
liquidator,  82  out  of  117  (1900). 

10.  Committee  of  Inspection. — The  committee  of  inspection — imported 
into  winding  up  from  bankruptcy  by  the  Winding-up  Act  1890 — is  a  mixed 
body  of  creditors  and  contributories.  The  constitution  of  the  committee*  is 
provided  for  by  sec.  9  of  the  Winding-up  Act  1890 ;  its  function  is  to  assist 
the  liquidator,  and  supervise  his  proceedings  in  such  matters  as  carrying  on 
the  company's  business,  bringing  or  defending  legal  proceedings,  making 
calls,  employing  a  solicitor,  etc.  The  committee  also  fixes  the  liquidator's 
remuneration  (W.U.E.  1890,  E.  154).  It  is  to  meet  at  least  once  a 
month.  None  of  its  members  can  purchase  the  assets,  or  derive  any  profit 
out  of  the  winding-up  proceedings,  or  receive  any  remuneration,  without  the 
sanction  of  the  Court  obtained  before  the  business  is  commenced  (JExpt. 
Gallard  [1896],  1  Q.B.  Q8).  If  there  is  no  committee  of  inspection,  the 
Board  of  Trade  takes  its  place  for  the  purpose  of  any  direction  or  consent 
required  (W.U.  Act,  1890,  section  9  (9)). 

11.  Statement  of  Affairs  and  Eeport. — As  soon  as  the  statement  of 
affairs  is  complete  the  official  receiver  prepares  a  summary  for  the  informa- 
tion of  creditors  and  contributories,  appending  to  it  observations  of  his  own 
as  to  the  causes  of  the  company's  failure,  and  whether  further  inquiry  is 
desirable  as  to  the  promotion,  formation,  or  failure  of  the  company  or  the 
conduct  of  the  business  (W.U.  Act  1890,  sec.  81).  This  is  the  preliminary 
report.  It  may  be  followed  up — if  the  official  receiver  thinks  fit — by  a 
further  report  to  the  Court,  stating  the  manner  in  which  the  company  was 
formed,  and  that  fraud  has,  in  the  official  receiver's  opinion,  been  committed 
by  a  particular  person  in  the  promotion  or  formation  of  the  company,  or  that 
a  particular  person,  being  a  director  or  other  officer  of  the  company,  has 
committed  a  fraud  in  relation  to  the  company  since  its  incorporation,  and 
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any  other  matters  the  official  receiver  thinks  desirable  to  bring  to  the  notiee 
of  the  Court,  and  on  consideration  of  this  report  the  Court  may  direct  the 
person  whose  conduct  is  impeached  to  attend  and  be  publicly  examined. 
The  official  receiver  has  thus  to  pledge  himself  to  a  charge  of  fraud  against 
an  individual  (Expt  Barries  [1896],  A.C.  146)  in  order  to  get  the  very 
materials  which  he  requires  to  substantiate  the  charge,  and  this  difficulty 
has  caused  the  section  to  be  disused.  As  to  the  discretion  of  the  registrar 
in  allowing  questions  (see  re  London  &  Globe  Finance  Co.,  50  W.K.  233), 
For  all  practical  purposes,  the  powers  of  examination  under  sec.  115  of  the 
Companies  Act  1862  are  quite  sufficient. 

12.  The  Liquidator. — If  a  special  liquidator  is  not  appointed  by  the 
Court  at  the  wish  of  creditors  and  contributories  the  official  receiver 
becomes  the  liquidator.  A  liquidator  in  a  winding  up  by  the  Court  is  a 
person  appointed,  to  use  the  words  of  the  Companies  Act  1862  (sec.  22), 
"  for  the  purpose  of  conducting  the  proceedings  in  winding  up  a  company 
and  assisting  the  Court  therein."  He  is  thus  an  officer  of  the  Court.  But 
he  is  also  acting  under  the  control  of  the  Board  of  Trade,  and  accountable 
to  it  (Winding-up  Act,  1890,  sees.  20,  25),  and  he  must  (where  he  is  not 
the  official  receiver)  give  such  security  as  the  Board  may  require  (Winding-up 
Act  1890,  sec.  4  (3)).  He  differs  from  a  trustee  in  bankruptcy  in  that  the 
legal  estate  in  the  company's  property  is  not  in  him,  but  remains  vested  in 
company  (i%e  Oriental  Inland  Steam  Co.,  L.K.  9  Ch.  560  ;  Ebsworth  &  Tidy's 
Contract,  42  Ch.  D.  49;  and  see  Knowles  v.  Scott  [1891],  1  Ch.  717).  A 
liquidator's  duties  are  to  get  in  and  realise  the  company's  assets,  to  apply  the 
proceeds  in  paying  creditors  in  due  course  of  administration,  and  to  distribute 
any  surplus  among  the  shareholders  in  accordance  with  their  respective  rights. 
For  this  purpose  a  liquidator  is  invested  with  a  variety  of  powers,  enumerated, 
though  not  exhaustively,  in  sec.  95  of  the  Companies  Act  1862.  Some  of 
these  powers  the  liquidator  can  exercise  only  with  the  sanction  of  the 
Court,  or  the  committee  of  inspection,  if  any;  others  he  can  exercise  without 
any -such  sanction.  He  can,  for  instance,  without  any  such  sanction,  sell 
any  of  the  property  of  the  company  (re  Oriental  Bank  Corf.,  56  L.T.E. 
868),  accept  bills  of  exchange,  or  make  promissory  notes,  to  raise  money  on 
the  security  of  the  assets  (re  Contract  Corp.,  L.K.  8  Eq.  14),  prove  in  the 
bankruptcy  or  insolvency  of  any  contributory,  take  out  administration  to  a 
deceased  contributory,  execute  in  the  name  and  on  behalf  of  the  company 
deeds,  receipts,  and  other  documents,  complete  contracts  (re  Asphaltic  Wood 
Pavement  Co.,  30  Ch.  D.  216),  and  generally  do  and  execute  all  such  other 
things  as  may  be  necessary  for  winding  up  the  affairs  of  the  company  and 
distributing  its  assets;  but  he  cannot,  without  the  consent  of  the  Court  or  of 
the  committee  of  inspection,  carry  on  the  business  of  the  company,  or  make 
calls,  or  employ  a  solicitor,  or  bring  or  defend  any  legal  proceedings,  or 
compromise  with  creditors  or  with  contributories,  under  sees.  159  and  160  of 
the  Companies  Act  1862  (re  Northumberland  Banking  Co.,  1  Dr.  &  Sm.  273  ; 
Pearson's  Case,  41  L.J.  Ch.  524;  Hankey's  Case,  41  L.J.  Ch.  385;  Com- 
panies Winding-up  Act  1890,  sec.  12).  A  liquidator  must  use  his  discretion 
in  the  management  of  the  estate  (W.U.  Act  1890,  sec.  23  (4)),  but  he 
may  apply  to  the  Court  at  any  time  for  directions  (ibid.  sec.  23  (3)) ;  he  may 
also — and  must  if  required — summon  general  meetings  of  the  creditors  or 
contributories  to  ascertain  their  wishes  (ibid.  sec.  23  (2)),  and  he  is  to  be 
guided  by  their  directions,  which  are  to  override,  in  case  of  conflict,  any 
directions  of  the  committee  of  inspection  (ibid.  sec.  23  (1)). 

13.  Assets  of  the  Company. — A  company's  assets  on  a  winding  up 
consist  of  all  its  property,  including  unpaid  capital  recoverable  from  present 
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and  past  members  ( Webb  v.  Whiffin,  L.E.  5  H.L.  724),  but  not  property 
which  in  bankruptcy  would  be  claimable  under  the  doctrine  of  reputed 
ownership,  for  that  doctrine  does  not  apply  in  winding  up  (Gorringe  v. 
Irwell  India-Rubber  Works,  34  Ch.  D.  128).  The  liquidator's  title  relates 
back  to  the  commencement  of  the  winding  up  ( Wiltshire  Iron  Co.  v.  Gt. 
Western  Ry.  Co.,  L.E.  6  Q.B.  776),  i.e.  the  date  of  the  presentation  of  the 
winding-up  petition  (C.A.  sec.  84),  and  as  representing  creditors  he  has 
more  extensive  rights  than  the  company — that  is,  he  may  assert  or  resist 
claims  which  the  company  could  not  {re  Cordova  Union  Gold  Co.  [1891], 
2  Ch.  580;  Waterhouse  v.  Jameson,  L.R.  2  H.L.  sec.  32;  re  London  Celluloid 
Co.,  39  Ch.  D.  204;  re  National  Funds  Assurance  Co.,  10  Ch.  D.  118). 

For  getting  in  property  of  the  company  in  the  hands  of  its  shareholders, 
agents,  or  officers,  or  of  any  person  who  holds  it  under  an  express  trust,  the 
liquidator  is  armed,  by  sec.  100  of  the  Companies  Act  1862,  with  a  summary 
power  of  demanding  and  enforcing  delivery  (re  United  English  &  Scottish 
Assurance  Co.,  L.E'.  3  Ch.  787;  Hollingworth's  Case,  3  D.  &  Sm.  102, 180; 
re  Imperial  Land  Co.  of  Marseilles,  39  L.J.  Ch.  331). 

(1)  Contributories — Settling  List  (sec.  101).  —  Under  the  succeeding 
section  the  liquidator  may  obtain  what  is  commonly  known  as  a  "  balance 
order "  for  payment  of  any  moneys  due  to  the  company  from  persons 
"  settled  on  the  list  of  contributories."  "  Contributory  "  means  every  person 
liable  to  contribute  to  the  assets  of  a  company  under  the  Companies  Act 
1862  in  the  event  of  the  company  being  wound  up  (C.A.  sec.  74), — that 
is  to  say,  all  existing  members  of  the  company,  and  all  past  members, 
who  have  ceased  to  be  members  within  a  year  (C.A.  sec.  38).  Membership 
is  defined  by  sec.  23  of  the  Companies  Act  1862,  but  a  person  who  has 
agreed  to  take  shares,  though  his  name  is  not  entered  on  the  register  of 
members,  may  be  a  contributory,  it  being  the  duty  of  the  liquidator  to 
complete  the  agreement  by  entry  in  the  register  (Arnofs  Case,  36  Ch.  D. 
707 ;  Karuttis  Case,  L.E.  20  Eq.  506).  In  getting  in  unpaid  capital  the 
practice  is  for  the  liquidator  to  make  out  a  list  of  the  persons  whom  he 
claims  to  treat  as  contributories,  and  to  give  each  of  such  persons  notice 
that  they  are  included  in  the  list,  and  for  what  amount,  and  that  he 
proposes  on  a  stated  day  to  settle  the  list.  On  the  day  named  the  liquidator 
hears  any  objections  by  contributories  to  their  being  put  on  the  list, 
and  after  such  hearing  settles  the  list  one  way  or  the  other  finally,  and 
notifies  the  contributories  accordingly.  Any  person  who  considers  himself 
aggrieved  by  being  included  in  the  list  can  apply  to  the  Court,  by  originat- 
ing summons,  to  strike  his  name  off.  The  list  of  contributories  is  made 
out  in  two  parts — A  and  B.  The  A  list  comprises  present  members,  the 
B  list  past  members.  Present  members  are  to  the  extent  of  their  liability 
primarily  liable  for  everything  (Morris'  Case,  L.E.  7  Ch.  203).  Past 
members  are  only  liable  after  present  members  are  exhausted  (see 
Companies  Act  1862,  sec.  38;  Morris  Case,  L.E.  7  Ch.  203;  Webb  v. 
Whijjin,  L.E.  5  H.L.  718 ;  and  Helbert  v.  Banner,  L.E.  5  H.L.  28). 

(2)  Calls  on  Contributories. — Calls  on  contributories  are  enforced  by  the 
summary  statutory  proceeding  mentioned  above,  known  as  a  "balance  order" 
(Expt.  Whinney,  13  Q.B.D.  478).  A  balance  order  is  not  a  "  final  judgment  " 
which  will  found  a  bankruptcy  notice  against  the  contributory  (ib.),  but  this 
will  not  prevent  a  liquidator  presenting  a  bankruptcy  petition  against  the 
contributory  on  any  available  ground  (re  Winterbottom,  18  Q.B.D.  446 ;  re 
Shirley,  58  L.T.E.  237).  A  contributory  in  a  limited  company  cannot  set 
off  a  debt  due  to  him  from  the  company  against  a  call  (GrisselVs  Case,  L.E. 
1  Ch.  528 ;  re  Whitehouse  &  Co.,  9  Ch.  D.  595).     For  a  call  is  not  a  debt 
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due  to  the  company,  but  a  statutory  liability  to  contribute  to  the  assets 
(dill's  0086,2*7  W.R  934).  To  allow  a  set-off  of  debt  against  calls  would 
be  in  effect  to  allow  a  shareholder-creditor  preferential  payment  out  of  his 

own  calls  (  Black's  ( >ase,  LR  8  ( Jh.  254).  Interest  is  payable  on  overdue  calls 
\  Case,  LR  :>.  Ch.  784). 
An  alleged  contributory  who  successfully  disputes  his  liability  will  get 
his  costs  out  of  the  assets  (Emmerson's  Case,  L.R.  1  Ch.  433 ;  Andersons 
Case,  17  Ch.  D.  378);  if  unsuccessful  he  must  pay  costs  (Goioer's  Case, 
L.R.C.  Eq.  82;  Expt.  Oakes  &  Peek,  L.R.  3  Eq.  633);  but  if  a  con- 
tributory's  summons  is  a  representative  one,  and  selected  as  such  by  the 
Master,  the  contributory  though  unsuccessful  will  be  allowed  his  costs  out  of 
the  assets  (Part's  Case,  L.R.  10  Eq.  622:  re  Mutual  Society,  18  Ch.  D.  530). 
(3)  Misfeasance  Claims. — Another  source  from  which  a  company's  assets 
may  be  augmented  are  misfeasance  claims.  Promoters,  directors,  managers, 
or  other  officers  of  the  company  may  be  accountable  to  it  for  moneys 
of  the  company  misapplied  by  them,  or  for  moneys  improperly  received,  or 
the  directors  or  other  officers  may  have  been  guilty  of  misconduct  or 
negligence  for  which  they  are  answerable  to  the  company  in  damages. 
Instances  of  misfeasance  and  non-feasance  may  be  found  at  p.  148  supra. 
In  such  cases  the  Legislature  has  provided  a  summary  remedy  in  sec.  10  of 
the  Companies  Winding-up  Act,  replacing  sec.  163  of  the  Companies  Act 
1862.     The  section  runs  as  follows : — 

"10.  (1)  Where  in  the  course  of  the  winding  up  of  a  company  under 
the  Companies  Acts  it  appears  that  any  person  who  has  taken  part  in  the 
formation  or  promotion  of  the  company,  or  any  past  or  present  director, 
manager,  liquidator,  or  other  officer  of  the  company,  has  misapplied  or 
retained,  or  become  liable  or  accountable  for  any  moneys  or  property  of  the 
company,  or  been  guilty  of  any  misfeasance  or  breach  of  trust  in  relation  to 
the  company,  the  Court  may,  on  the  application  of  the  official  receiver,  or  of 
the  liquidator  of  the  company,  or  of  any  creditor  or  contributory  of  the 
company,  examine  into  the  conduct  of  such  promoter,  director,  manager, 
liquidator,  or  other  officer  of  the  company,  and  compel  him  to  repay  any 
moneys  or  restore  any  property  so  misapplied  or  retained,  or  for  which  he 
has  become  liable  or  accountable,  together  with  interest  after  such  rate  as 
the  Court  thinks  just,  or  to  contribute  such  sums  of  money  to  the  assets  of 
the  company  by  way  of  compensation  in  respect  of  such  misapplication, 
retainer,  misfeasance,  or  breach  of  trust  as  the  Court  thiuks  just. 

"  (2)  The  provisions  of  this  section  shall  apply  in  the  winding  up  of  any 
company  under  the  Companies  Acts,  whether  the  same  is  being  wound  up 
by  or  subject  to  the  supervision  of  the  Court,  or  is  being  wound  up 
voluntarily,  and  whether  the  winding  up  commenced  before  or  after  the 
passing  of  this  Act,  and  notwithstanding  that  the  offence  is  one  for  which 
the  offender  may  be  criminally  responsible." 

The  summary  jurisdiction  under  this  section  is  very  extensive  (Stringer's 
Case,  L.R.  4  Ch.  475),  and  it  has  frequently  been  resorted  to.  It  creates  no 
new  right  or  liability,  but  only  provides  a  more  convenient  mode  of  enforcing 
rights  or  liabilities  (Coventry  &  Dixon's  Case,  14  Ch.  D.  666 ;  Cavendish 
Bentinck  v.  Fenn,  12  App.  Cas.  652). 

An  auditor  is  an  officer  of  the  company  where  appointed  under  the 
articles  (London  &  General  Bank  [1895],  2  Ch.  166 ;  re  Kingston  Cotton 
Mill  Co.  [1896],  1  Ch.  6),  but  not  an  accountant  who  is  casually  called  in  to 
audit  accounts  or  prepare  a  balance-sheet  (re  Western  Counties  Co.  [1897], 
1  Ch.  617). 

Bankers  of  a  company  are  not  its  officers  within  the  section  (Imperial 
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Land  Co.  of  Marseilles,  L.E.  10  Eq.  289),  nor  primd  facie  are  a  company's 
solicitors  (Great  Wheal  Polgooth,  53  L.T.  Ch.  42 ;  Great  Western  Forest  of 
Dean  Co.,  31  Ch.  D.  496),  but  they  may  be  if  salaried  (re  Liberator  Building 
Society,  71  L.T.E.  406),  nor,  semble,  are  trustees  for  debenture  holders  (Astley 
v.  Neiv  Tivoli  [1899],  1  Ch.  154). 

The  application  is,  in  the  High  Court  by  summons,  in  any  other  Court 
(see  Winding-up  Act  1890,  sec.  1)  by  motion  (W.U.E.  1890,  E.  78). 
Misfeasance  claims  may  be  sold  by  the  liquidator  (re  Park  Gate  Waggon  Co., 
17  Ch.  D.  234),  and  have  even  been  put  up  to  auction  with  the  sanction  of 
the  Court  (Wood  v.  Woodhouse  &  Raivson,  1896,  W.N.  4). 

An  order  for  payment  under  the  section  is  now  a  "  final  judgment " 
(Companies  Winding-up  Act  1893,  sec.  1),  and  will  found  a  bankruptcy 
notice.  No  set-off  is  allowed  to  the  misfeasant  (Flitcroffs  Case,  21  Ch.  1) 
519  ;  re  Milan  Tramways,  25  Ch.  D.  587). 

(4)  Fraudulent  Preferences. — Conveyance,  mortgage,  delivery  of  goods, 
payment,  or  other  act  which  would  in  bankrupcty  constitute  a  fraudulent 
preference  by  a  trader,  is  to  be  deemed  such  where  done  by  a  company  within 
three  months  of  winding  up,  and  is  to  be  invalid  accordingly  (Act,  sec.  164). 
This  section  can  only  be  invoked  for  the  benefit  of  the  creditors  at  large 
( Willmott  v.  London  Celluloid  Co.,  34  Ch.  D.  147).  As  to  what  amounts 
to  a  fraudulent  preference  see  re  Washington  Diamond  Co.  [1893],  3  Ch. 
95  ;  re  Blackpool  Motor  Car  Co.  [1901],  1  Ch.  77  ;  re  Stenotype,  Lim.,  8  Mans. 
203. 

(5)  Examination  under  Sec.  115. — For  the  purpose  of  enabling  the 
liquidator  to  discover  assets  and  investigate  possible  cases  of  misfeasance  or 
fraudulent  preference,  machinery  has  been  provided  by  sec.  115  of  the 
Companies  Act  1862,  by  which  the  Court  "  may  summon  before  it  any  officer 
of  the  company,  or  person  known  or  suspected  to  have  in  his  possession  any 
of  the  estate  or  effects  of  the  company,  or  supposed  to  be  indebted  to  the 
company  or  any  person  whom  the  Court  may  deem  capable  of  giving 
information  concerning  the  trade  dealings,  estate,  or  effects  of  the  company ; 
and  the  Court  may  require  any  such  officer  or  person  to  produce  any  books, 
papers,  deeds,  writings,  or  other  documents  in  his  custody  or  power  relating 
to  the  company"  (Credit  Co.  v.  Webster,  53  L.T.E.  419).  This  is  a  very 
useful  power  constantly  exercised.  The  order  is  usually  obtained  on 
summons  by  the  liquidator  (re  London  &  Lancashire  Paper  Mills  Co.,  57 
L.J.  Ch.  766),  and  the  examination  takes  place  before  an  examiner  of  the 
Court.  An  examinee  must  answer  all  questions  except  questions  tending 
to  criminate  or  involving  professional  privilege  (Expt.  Webber,  41  L.J.  Ch. 
145 ;    WhitwortKs  Case,  19  Ch.  D.  118). 

The  depositions  taken  by  an  examiner  under  this  section  are  private — 
meant  to  inform  the  mind  of  the  liquidator  only.  They  are  not  to  be  filed  or 
to  lie  open  to  the  inspection  of  any  person  other  than  the  official  receiver  or 
liquidator  unless  and  until  the  Court  shall  so  direct  (W.U.E,  Nov.  1895). 
A  solicitor  attending  on  behalf  of  an  examinee  may  be  required  to  give  an 
undertaking  for  secrecy  (Haddock's  Case  [1902]  2  Ch.  73).  The  depositions 
are  evidence  against  the  examinee  only,  not  anyone  else  (Nonoich 
Equitable  Co.,  27  Ch.  D.  515). 

14.  Creditors. — (1)  Claims  generally. — In  order  to  ascertain  the 
debts  and  claims  due  from  the  company  an  advertisement  is  issued,  requiring 
creditors  to  come  in  and  prove  their  debts  (Gen.  Ord.,  Nov.  1862). 

The  proof  section  of  the  Companies  Act  1862  (sec.  158)  provides  that 
"  In  the  event  of  any  company  being  wound  up  under  this  Act,  all  debts 
payable  on  a  contingency,  and  all  claims  against  the  company,  present  or 
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future,  certain  or  coutiugent,  ascertained  or  sounding  only  in  damages  shall 
be  admissible  to  proof  against  the  compauy,  a  just  estimate  being  made,  as 
tar  as  is  possible,  of  the  value  of  all  such  debts  or  claims  as  may  be  subject 
to  any  contingency  or  sounding  in  damages,  or  for  some  other  reason  do  not 
bear  a  certain  value."  Where  the  company  is  insolvent  the  bankruptcy 
rules  as  to  proof  (Bk.  Act  1883,  sec.  47)  are  imported  by  sec.  10  of  the  Juris- 
diction Act  1875  into  winding  up,  and  by  these  rules — with  the  exception 
of  demands  in  the  nature  of  unliquidated  damages  otherwise  than  by  reason 
of  a  contract,  promise,  or  breach  of  trust — all  debts  and  liabilities,  present  or 
future,  certain  or  contingent,  to  which  the  debtor  is  subject  at  the  date  of 
the  receiving  order,  are  to  be  deemed  to  be  debts  provable  in  bankruptcy, 
unless  declared  incapable  of  valuation.  Under  the  combined  effect  of  these 
sections  there  is  the  widest  possible  range  given  for  proof — every  kind  of 
liability  being  provable  unless  declared  by  the  Court  incapable  of  being 
fairly  estimated  {Hardy  v.  Fothergill,  13  A  pp.  Cas.  351,  and  see  Macfarlane's 
Claim,  17  Ch.  D.  339  ;  re  Printing  Co.,  8  Ch.  D.  538).  As  to  proof  in  case 
of  bills  of  exchange  see  W.U.E.  1890,  E.  107  ;  re  Oriental  Commercial  Bank, 
<  i.K.  6  Eq.  582  :  of  damages,  Howe  v.  Boives,  16  East,  112  ;  re  Agra  Bank,  L.E. 
5  Eq.  165  ;  re  Trent  v.  Hnmber  Co.,  L.E.  4  Ch.  112  :  of  a  future  debt,  W.U.E. 
1890,  E.  105;  re  Browne  &  Wingrove  [1891],  2  Q.B.  574:  of  rent,  W.U.E. 
1890,  E,  103  ;  re  Haytor  Granite  Co.,  L.E.  1  Ch.  77  ;  re  Gartness  Iron  Co.,  L.E. 
10  Eq.  412  ;  Gooch  v.  London  Banking  Association,  32  Ch.  D.  41 ;  Hardy  v. 
Fothergill,  13  App.  Cas.  351.  Where  there  have  been  mutual  credits, 
mutual  debts,  or  other  mutual  dealings  between  the  creditor  and  the 
company,  and  the  company  is  insolvent,  an  account  is  to  be  taken  as  in 
bankruptcy,  and  the  balance  only  proved  for  (Bankruptcy  Act  1883,  sec.  38  ; 
Jud.  Act,  1875,  sec,  10;  Mersey  Steel  Co.  v.  JVaijlor,  9  App.  Cas.  434). 

(2)  Preferential  Debts. — As  a  general  rule  all  debts  due  to  unsecured 
creditors  must  be  paid  pari  passu  and  equally  (Black's  Case,  L.E.  8  Ch. 
262),  but  this  is  subject  to  exceptions :  Crown  debts — the  Crown  not  being 
mentioned  in  the  Companies  Act — are  entitled  to  preferential  payment 
{Exchange  Bank  v.  Beg.,  11  App.  Cas.  157;  re  Oriental  Bank,  28  Ch.  D. 
643 ;  re  Henley  &  Co.,  9  Ch.  D.  469),  so  are  parochial  and  other  rates, 
clerks  and  servants'  salaries,  and  the  wages  of  any  labourer  or  workman 
(Preferential  Payments  Act  1888),  and  these  statutory  preferences  are,  by 
the  Preferential  Payments  Act  1897,  made  good  against  debenture  holders ; 
also  claims  under  the  Savings  Bank  Acts. 

(3)  Secured  Creditors. — Proof  by  secured  creditors  in  the  case  of 
insolvent  companies  is  now  governed  by  the  rules  in  bankruptcy  (Jud.  Act, 
1875,  sec.  10,  and  see  Thomas  v.  Patent  Lionite  Co.,  17  Ch.  D.  257  ;  re  Maggi, 
Wniehouse  v.  Wineliouse,  20  Ch.  D.  545;  re  Withernsea  Brickworks,  16  Ch. 

D.  337).  An  execution  creditor  who  has  actually  seized  before  the  com- 
mencement of  the  winding  up  is  a  secured  creditor  {re  Printing  and 
Xniiierical  Begistering  Co.,  8  Ch.  D.  538).  A  landlord  is  not  a  secured 
creditor  because  he  has  a  power  of  distress  {Thomas  v.  Patent  Lionite  Co., 
1 7  Ch.  D.  257).  nor  is  a  creditor  under  a  general  writ  of  sequestration  {re  Hoare 
Expt.  Nelson,  14  Ch.  D.  45). 

A  secured  creditor  has  four  alternatives  :  {a)  He  may  rest  on  his  security 
and  not  prove ;  {b)  He  may  realise  his  security  and  prove  for  the  deficiency  ; 
(c)  He  may  value  it  and  prove  for  the  deficiency  after  deducting  the 
assessed  value,  in  which  case  the  liquidator  may  redeem  at  the  assessed 
value ;  {d)  He  may  surrender  his  security  and  prove  for  the  whole  debt 
(see  Bankruptcy  Act  1883,  sec.  9  (2),  Bankruptcy  Es.  9-16,  and  see  re 
Hopkins,    Williams  v.  Hopkins,  18  Ch.  D.  378).     A  creditor  valuing  his 
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security  cannot   prove  for  more  than    the    balance    though    the    security 
realises  less. 

(4)  Interest. — Interest  at  4  per  cent  to  the  commencement  of  the 
winding  up  may  be  proved  on  debts  payable  under  a  written  instrument  at 
a  time  certain  and  overdue  at  the  date  of  the  winding-up  order  (W.U.K., 
1890,  K.  104).  After  an  order  to  wind  up  interest  ceases  to  run  on  interest- 
bearing  debts  from  the  date  of  the  order  (Humber  Ironworks  v.  Warrant 
Finance  Co.,  L.E.  4  Oh.  647 ;  re  Broivn  &  Wingrove  [1891],  2  Q.B.  574),  but 
interest  accruing  after  a  winding-up  order  may  be  proved  for  where  there 
are  surplus  assets  {Hughes  Case,  L.E.  13  Eq.  623).  As  to  interest  in 
case  of  secured  creditors  see  Quartermaine's  Case  [1892],  1  Ch.  639  ;  and  re 
Talbot  King  v.  Chick,  39  Ch.  D.  567. 

(5)  Mode  of  Proof.— This  is  regulated  by  E.  96-109  of  the  Winding-up 
Eules,  1890.  The  Court  fixes  a  day  within  which  creditors  are  to  come  in 
and  prove  their  debts  or  claims  (Act,  sec.  107),  but  this  will  not  debar  a 
creditor  from  coming  in  and  proving  at  any  time  before  final  distribution 
of  the  assets  if  he  does  not  disturb  previous  dividends  (re  General  Boiling 
Stock  Co.,  I,E.  7  Ch.  646 ;  Hicks  v.  May,  13  Ch.  D.  235).  A  debt  is  proved 
by  delivery  or  sending  through  the  post  in  a  prepaid  letter  to  the  official 
receiver,  or  if  a  liquidator  has  been  appointed,  to  the  liquidator,  an  affidavit 
verifying  the  proof  (W.U.E.,  1890,  E.  97).  The  liquidator  examines  the 
proof  and  notifies  the  claimant  in  writing  whether  he  admits  it  or  rejects  it 
in  whole  or  part,  or  requires  further  evidence  (ib.  E.  110).  The  creditor 
if  dissatisfied,  may  appeal  to  the  Court  (ib.  E.  111).  A  creditor  is  to 
bear  the  cost  of  proving  his  debt  unless  the  Court  otherwise  orders  (ib.  E, 
101). 

(6)  Costs  of  Winding  up. — The  costs  of  external  litigation  by  the 
liquidator  must  be  paid  in  priority  to  the  costs  of  winding  up,  whether  the 
costs  of  realising  the  assets  or  the  general  costs  of  winding  up  (re  Dominion 
of  Canada  Plumbago  Co.,  27  Ch.  D.  33).  A  liquidator  suing  in  the  name  of 
the  company  is  not  personally  liable  for  costs  (Fraser  v.  Brescia  Trams.,  56 
L.T.E.  771),  nor  can  he  be  required  to  give  a  personal  undertaking  for 
damages  on  obtaining  an  injunction.  If  the  plaintiff  company  is  insolvent 
the  defendant  should  apply  for  security  for  costs  under  sec.  69  of  the  Com- 
panies Act  1862. 

Costs  Payable  out  of  the  Assets  of  the  Company. — The  assets  of  a 
company  which  is  being  wound  up,  remaining  after  payment  of  the  fees  and 
actual  expenses  incurred  in  realising  or  getting  in  the  assets,  shall,  subject 
to  any  order  of  the  Court  [and  if  the  winding  up  is  in  the  Stannaries  Court, 
subject  to  the  provisions  of  the  Stannaries  Act  1887,  now  the  County  Courts 
of  Cormvall],  be  liable  to  the  following  payments,  which  shall  be  made  in 
the  following  order  of  priority,  namely  : — 

First.    The  taxed  costs  of  the  petition,  including  the  taxed  costs  of  any 
person  appearing  on  the  petition  whose  costs  are  allowed  by 
the  Court : 
Next.     The  remuneration  of  the  special  manager  (if  any) : 
„        The  costs  and  expenses  of  any  person  who  makes,  or  concurs  in 

making,  the  company's  statement  of  affairs : 
„  The  taxed  charges  of  any  shorthand  writer  appointed  to  take  an 
examination :  Provided  that  where  the  shorthand  writer  is 
appointed  at  the  instance  of  the  official  receiver  the  cost  of  the 
shorthand  notes  shall  be  deemed  to  be  an  expense  incurred  by 
the  official  receiver  in  getting  in  and  realising  the  assets  of  the 
company : 
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Next.     The  liquidator's  necessary  disbursements  other  than  actual  ex- 
penses of  realisation  heretofore  provided  for: 
„         The  costs  of  any  person  properly  employed  by  the  liquidator  with 

the  sanction  of  the  committee  of  inspection  : 
„        The  remuneration  of  the  liquidator  : 

„        The  actual  out-of-pocket  expenses  necessarily  incurred  by  the 

committee  of  inspection,  subject  to  the  approval  of  the  Board 

of  Trade.     (Winding-up  Eules,  1890,  E.  31.) 

As  to  the  costs  of  debenture  holders,  see  Batten  v.  Wedgwood  Coal  &  Iron 

Co.,  28  Ch.  D.  317 ;  re  Regent's  Canal  Ironicorks,  3  Ch.  D.  427 ;  re  Oriental 

Hotels  Co.,  L.E.  12.  Eq.  127. 

15.  Surplus  Assets. — "  Surplus  assets"  in  Articles  of  Association  primd 
facie  mean  the  fund  remaining  in  the  hands  of  the  liquidator  after  all 
claims  of  outside  creditors  and  costs  of  winding  up  have  been  met  (re 
Crich  ton's  Oil  Co.  [1902],  2  Ch.  86).  These  being  paid  the  Court  is  to 
adjust  the  rights  of  contributories  amongst  themselves,  and  distribute  any 
surplus  that  may  remain  amongst  the  parties  entitled  thereto  (C.A.  sec. 
109).  If  there  are  preference  shareholders  with  a  preference  as  to  capital 
the  surplus  must  be  applied  in  repaying  them  their  capital,  and  after  that 
in  paying  off  the  whole  of  the  paid-up  capital  of  the  ordinary  shareholders, 
for  these  are  debts  of  the  company  (New  Transvaal  Co.  [1896],  2  Ch.  750 ; 
Peabody  Gold  Min  ing  Co.,  W.N.  1897, 170).  The  balance  is  then  distributable 
amongst  the  shareholders  in  proportion  to  the  nominal  amount  of  the  share 
capital  held  by  them  (Birch  v.  Cropper,  14  App.  Cas.  525,  and  see  Wakefield 
Boiling  Stock  Co.  [1892],  3  Ch.  165).  If  the  surplus  is  not  sufficient  to 
repay  the  whole  of  the  paid-up  capital  the  loss  must  be  thrown  on  the 
members  in  proportion  to  the  nominal  capital  held  by  them  respectively 
(Maude's  Case,  L.E.  6  Ch.  51),  the  principle  being  that  in  the  absence  of  a 
special  agreement  shareholders  are  interested  in  proportion  to  their  shares, 
not  the  amount  paid  up  thereon  (Oakhank  Oil  Co.  v.  Crum,  8  App.  Cas.  65) ; 
but  articles  may — and  often  do,  as  being  more  just — provide  for  such  balance 
being  distributed  among  the  shareholders  in  proportion  to  the  capital  paid- 
up  (Mutoscope  and  Biograph  Syndicate  [1899],  1  Ch.  896 ;  but  see  Anglo- 
Continental  Corporation  of  Western  Australia  [1898],  1  Ch.  327).  If 
capital  is  paid  up  in  advance  of  calls  the  amount  so  paid  must  be  repaid 
before  any  repayment  is  made  to  other  shareholders  (Exchange  Drapery  Co., 
38  Ch.  D.  171  ;  re  Wakefield  Boiling  Stock  [1892],  3  Ch.  165). 

16.  Eelease  of  Liquidator. — This  is  provided  for  by  sec.  22  of  the 
Companies'  Winding-up  Act  1890  and  Winding-up  Eules  1890,  E.  148. 
The  release  is  granted  by  the  Board  of  Trade.  A  liquidator  must  notify 
to  creditors  and  contributories  his  intention  to  apply  for  such  release,  and 
must  annex  to  such  notice  a  summary  of  his  receipts  and  payments  as 
liquidator  (W.U.E.  148). 

Removal  of  Liquidator. — A  liquidator  may  be  removed  under  sees.  93 
and  141  of  the  Companies  Act  for  due  cause  shown  (see  re  Adam  Egton,  36 
Ch.  D.  299  ;  re  British  Nation  Life  Assurance  Association,  14  Eq.  493 ; 
re  Sir  John  Moore  Gold  Mining  Co.,  12  Ch.  D.  325),  e.g.  for  misconduct  as 
by  corruption  (re  London  Flour  Co.,  16  W.E.  553 ;  and  see  re  Llynvi  and 
Tondu  Co.,  6  Times  E.  11),  or  for  prosecuting  an  action  against  the  wishes 
of  creditors  (Tavistock  Lronivorks,  19  W.E.  672),  or  obstructing  an  action 
by  a  contributory  (Sir  John  Moore  Gold  Mining  Co.,  supra),  or  where  he  is 
liquidator  of  two  companies  with  conflicting  interests  (re  City  and  County 
In  vestment  Co.,  25  W.E.  342). 

17.  Dissolution. — When  the  affairs  of  the  company  have  been  com- 
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pletely  wound  up,  the  Court  is  to  make  an  order  that  the  company  be 
dissolved  from  the  date  of  such  order,  and  the  company  is  dissolved 
accordingly  (C.A.  sec.  Ill ;  re  London  and  Caledonian  Co.,  11  Ch.  D.  140). 
Notice  of  the  dissolution  is  to  be  given  to  the  Registrar  of  Joint  Stock 
Companies  (Act,  sec.  112).  As  to  the  jurisdiction  of  the  Court  over  a 
company  after  dissolution,  see  re  Crookhaven  Mining  Co.,  L.R  3  Eq.  69  ; 
Whiteley  Exerciser  v.  Gamage  [1898],  2  Ch.  405  ;  Coxon  v.  Gorst  [1891], 
2  Ch.  73. 

II.  Voluntary 'Winding-up. — It  is  only  some  10  per  cent  of  liquidat- 
ing companies  which  are  wound  up  by  the  Court.  The  remaining  90  per 
cent  are  wound  up  voluntarily,  and  this  is  in  accordance  with  the  policy  of 
the  Companies  Acts,  which  contemplates  shareholders  managing  their  own 
affairs,  and  winding  up  as  one  of  them.  A  voluntary  winding-up  may  be 
initiated  either  by  special  or  extraordinary  resolution  (Act,  sec.  129).  A 
special  resolution  is  defined  by  sec.  51  of  the  Companies  Act  1862  (see  p. 
164).  An  extraordinary  resolution  is,  for  this  purpose,  a  resolution  to  the 
effect  that  it  has  been  proved  to  the  satisfaction  of  the  shareholders  that 
the  company  cannot  by  reason  of  its  liabilities  continue  its  business,  and 
that  it  is  advisable  to  wind  up  the  same.  It  is  a  resolution  passed  in  such 
a  manner  as  would,  if  it  had  been  confirmed  by  a  subsequent  meeting,  have 
constituted  a  special  resolution.  It  is  therefore — as  requiring  one  meeting 
only — the  most  expeditious,  but  it  is  only  available  in  the  particular  case 
where  the  company  is  insolvent.  It  is  important  that  the  meeting  or 
meetings  to  pass  the  resolution  and  appoint  a  liquidator  should  be  properly 
summoned  (re  Haycraft  Gold  Reduction  Co.  [1900],  2  Ch.  230 ;  re  State  of 
Wyoming  Syndicate  [1901],  2  Ch.  431 ;  Alexander  v.  Simpson,  43  Ch.  D. 
139  ;  Young  South  African  Syndicate  [1896],  2  Ch.  268).  Notice  of  the 
resolution,  when  passed,  whether  special  or  extraordinary,  is  to  be  advertised 
in  the  Gazette  (C.A.  sec.  132).  The  effect  of  a  resolution  for  voluntary 
winding-up  is  to  replace  the  directors  by  the  liquidator,  as  the  agent  of 
the  shareholders,  for  the  purpose  of  winding  up.  The  consequences  of  a 
voluntary  winding-up  are  detailed  in  sec.  133  of  the  Companies  Act.  The 
property  of  the  company  is  to  be  applied  in  satisfaction  of  its  liabilities 
pari  passu,  and  subject  thereto  is  to  be  distributed  amongst  the  members 
according  to  their  rights  and  interests  in  the  company.  For  this  purpose 
the  liquidator  may  settle  the  list  of  contributories  and  make  calls  on  them 
— to  the  extent  of  their  liability — sufficient  to  pay  all  the  debts  and 
liabilities  of  the  company,  and  the  costs,  charges,  and  expenses  of  winding 
up,  and  to  adjust  the  rights  of  contributories  among  themselves.  He  is 
invested,  too,  with  all  the  powers  given  by  the  Companies  Act,  sec.  95,  to  a 
liquidator  in  a  winding  up  by  the  Court,  and  these  he  may  exercise  without 
any  sanction  by  the  Court.  He  can  summon  general  meetings  of  the 
shareholders  (C.A.  sec.  139),  take  misfeasance  proceedings  under  sec.  10  of  the 
Companies  Winding  Up  Act,  get  an  order  under  sec.  115  for  the  examination 
of  directors  and  others  capable  of  giving  information  about  the  assets,  and 
invoke  the  Court's  aid  to  enforce  calls  (C.A.  sec.  138).  Under  the  same 
section  he  may  at  any  time  apply  to  the  Court  for  advice  or  protection,  or 
for  the  determination  of  any  question  arising  in  the  winding  up.  Any 
contributory  can  also  apply  to  the  Court,  and  now  (see  Companies  Act  1900, 
sec.  25)  any  creditor.  With  these  powers,  given  a  competent  liquidator 
to  administer  it,  the  scheme  of  voluntary  winding-up  leaves  little  to  be 
desired. 

The  remuneration  of  a  voluntary  liquidator  is  to  be  fixed  by  a  general 
meeting  (Companies  Act,  sec.  133  (3) ),  and  it  is  to  be  paid,  together  with 
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all  costs,  charges,  and  expenses  properly  incurred,  out  of  the  assets  in 
priority  to  all  other  claims  (C.A.  sec.  144). 

A  voluntary  liquidator  must  send  to  the  registrar — if  the  winding  up  is 
not  concluded  within  one  year  after  its  commencement — a  periodical  return 
of  the  state  of  the  liquidation,  and  must  pay  in  unclaimed  or  undistributed 
balances  in  his  hands  for  six  months  into  the  Companies  Liquidation 
Account  at  the  Bank  of  England  (Companies  Winding-Up  Act  1890, 
sec.  15). 

If  a  voluntary  winding-up  is  unduly  protracted,  the  official  receiver 
may  present  a  petition  to  have  the  company  wound  up  by  the  Court 
(Companies  Winding-Up  Act  1890,  sec.  14).  A  creditor  may  also  present 
a  petition  if  he  can  show  that  his  rights  will  be  prejudiced  by  the  con- 
tinuance of  the  voluntary  winding-up  (Act,  sec.  145;  re  New  York 
Exchange  Co.,  39  Ch.  D.  415  ;  re  Russell,  Cordner,  &  Co.  [1891],  3  Ch. 
174).  Finally,  the  Court  may, "  on  due  cause  shewn,"  remove  any  liquidator 
C.A.  sec.  141). 

Unregistered  companies  cannot  wind  up  voluntarily  under  the  Act, 
but  they  can  register  under  Part  VII.  of  the  Companies  Act. 

III.  Supervision  Order. — Under  sec.  147  of  the  Companies  Act,  the  Court 
is  empowered,  on  the  application  of  the  company,  a  creditor,  or  contributory 
(sees.  148,  82),  to  make  an  order  that  the  voluntary  winding-up  be  carried 
on  subject  to  the  supervision  of  the  Court.  In  this  case,  as  in  the  case  of 
a  winding-up  order,  the  Court  is  to  have  regard  to  the  wishes  of  creditors 
and  contributories  (see  Varieties  Limited  [1893],  2  Ch.  235  ;  Medical  Battery 
[1894],  1  Ch.  444;  Barned's  Banking  Co.,  14  W.R  722;  Lonsdale  Vale 
Ironstone  Co.,  16  W.E.  601).  Supervision  orders  are  now  much  less 
frequently  made  than  they  were,  and  the  reason  is  that  nearly  all 
advantages  of  winding  up  under  a  supervision  order  can  be  obtained  in  a 
purely  voluntary  winding-up.  A  supervision  order,  it  is  true,  operates 
like  a  winding-up  order  as  an  immediate  stay  of  actions  and  executions, 
but  a  voluntary  liquidator  has  no  difficulty  in  getting  an  order  to  stay. 
Creditors,  too,  can  now  apply  to  the  Court  in  a  voluntary  winding-up,  so 
that  that  reason  for  making  a  supervision  order  no  longer  exists;  but 
there  is  a  ground  on  which  a  supervision  order  is  still  useful,  and  it  is 
that  the  Court,  on  making  it,  can  appoint  an  additional  liquidator  or 
liquidators  to  act  with  the  existing  liquidator  (Companies  Act,  sec.  150). 
As  the  disputes  which  give  rise  to  a  petition  for  a  supervision  order  are 
often  due  to  dissatisfaction  on  the  part  of  creditors  or  contributories  with 
the  appointment  or  conduct  of  the  acting  liquidator,  the  appointment  of 
an  additional  liquidator  is  often  a  satisfactory  means  of  ending  them. 
In  making  a  supervision  order  the  Court  commonly  inserts  conditions  that 
the  liquidator  shall  file  with  the  registrar  (Companies'  Winding-Up  Act)  a 
monthly  report  as  to  the  progress  of  the  liquidation,  and  that  no  costs  or 
charges  shall  be  paid  out  of  the  assets  unless  taxed  by  the  registrar  {Civil 
Service  Breiuery  Co.,  W.N.,  1893,  5  ;  Waterproof  Materials  Co.,  W.N.,  1893). 
A  supervision  order  does  not  affect  the  date  when  the  winding  up  com- 
mences, which  is  still  the  passing  of  the  resolution. 

IV.  Reconstruction. — Reconstruction  is  frequently  resorted  to  by 
companies.  A  company  may  find  it  advantageous  in  these  days  of  trade 
combinations  to  amalgamate  with  one  or  more  other  companies  engaged  in 
the  same  business,  or  it  may  desire  to  extend  its  powers  to  objects  not 
sanctionable  by  the  Court  under  the  Companies  Memorandum  of  Association 
Act  1890,  or  to  raise  fresh  capital,  or  issue  preference  shares,  or  compromise 
with  its  creditors,  or  reduce  its  capital  otherwise  than  under  the  Companies 
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Acts  1867  and  1877.  There  are  three  common  modes  of  effecting  a 
reconstruction — (1)  By  a  sale  and  transfer  of  a  company's  assets  under 
sec.  161  of  the  Companies  Act  1862 ;  (2)  by  a  sale  and  transfer  of  assets 
under  a  power  for  that  purpose  in  the  company's  Memorandum ;  and  (3) 
by  an  arrangement  under  the  Joint-Stock  Companies  Arrangement  Act 
1870. 

1.  By  Sale  and  Transfer  of  Assets  under  Section  161. — In  the  first  of 
these  the  shareholders  pass  a  special  resolution  to  the  following  effect : — 
That  it  is  desirable  to  reconstruct  the  company,  and  accordingly  (1)  that 
the  company  be  wound  up  and  a  liquidator  appointed ;  (2)  that  the 
liquidator  be  authorised  to  consent  to  the  registration  of  a  new  company, 

to  be  called  the company ;  and  (3)  that  the  liquidator  be 

authorised  to  enter  into  an  agreement  with  such  new  company  in  the 
terms  of  a  certain  draft  (identified  by  certain  signatures).  Under  this 
agreement  the  old  company  sells  and  transfers  its  undertaking  and  assets 
to  the  new  company,  and  the  new  company  agrees,  by  way  of  consideration, 
to  pay  and  discharge  the  debts  and  liabilities  of  the  old  company  and  keep 
it  indemnified,  and  also  to  allot  to  every  shareholder  in  the  old  company, 
say,  one  £1  share  credited  with  15s.  paid  up  for  every  share  held  by  him. 
Any  shareholder  in  the  old  company  who  does  not  care  to  come  into  the 
reconstruction  is  entitled  to  have  his  interest  assessed  by  arbitration,  and  to 
be  paid  out  in  cash ;  and  this  right  the  company  cannot  by  any  provision 
in  the  Articles  preclude  him  from  insisting  on  {Payne  v.  Cook  Co.  [1900], 
1  Ch.  308  ;  re  Baring  Gould  and  Sharpington  Syndicate  [1899],  2  Ch.  80). 
The  agreement  may — and  usually  does — limit  the  time  within  which  the 
shareholders  must  come  in  and  claim  their  shares  in  the  new  company 
(Postlethiuaite  v.  Port  Philip  Co.,  48  Ch.  D.  452 ;  Burdett-Coutts  v.  True 
Blue  Mine  [1899],  2  Ch.  616). 

The  sale  under  sec.  161  must  be  to  a  company,  not  to  an  individual 
{Bird  v.  Bird's  Patent  Sewage,  L.E.  9  Ch.  358),  but  it  may  be  to  an  agent 
for  an  intended  company  {re  Hester  and  Co.,  44  L.J.  Ch.  757). 

2.  Sale  and  Transfer  under  Power  in  Memorandum. — Under  the  second 
mode  a  winding  up  is  avoided,  which  is  an  advantage,  and  the  sale  and 
transfer  is  carried  out  by  the  directors  instead  of  by  the  liquidator  {Doughty 
v.  Lomagunda  Beefs  Co.  9  Mans.  418). 

3.  Arrangement  under  Joint -Stock  Companies  Arrangement  Act. — The 
intention  of  the  Legislature  in  the  Joint-Stock  Companies  Arrangement 
Act  1870  was  that  in  these  windings  up  of  companies  the  Court  should  be 
in  a  position  to  bind  everybody  to  what  the  Court  thinks  is  a  beneficial 
compromise ;  and  once  an  order  of  the  Court  sanctioning  the  compro- 
mise is  got,  thenceforth  it  is  binding  upon  all  concerned — creditors, 
liquidators,  and  shareholders  (j>er  Kekeivich  J.  Nicholl  v.  Eberhardt  Co.,  59 
L.T.E.  863).  The  Companies  Act  1900  has  now,  to  prevent  any  misappre- 
hension, made  the  provisions  of  the  Act  of  1870  applicable  also  as  between 
the  company  and  the  members  or  any  class  thereof  (Companies  Act  1900, 
sec.  24).  The  machinery  of  the  Act  is  available  whether  the  winding  up 
is  compulsory,  voluntary,  or  under  supervision.  The  Court  directs  meetings 
of  the  different  classes  of  creditors  (including  debenture  holders)  and  of  the 
contributories  to  be  held,  and  if  a  majority  in  number  representing  three- 
fourths  in  value  of  such  creditors,  or  class  of  creditors,  present  in  person  or 
by  proxy,  approve  the  scheme,  the  Court  may  declare  it  binding  on 
everybody.  But  the  scheme  must  be  a  proper  one  (re  Empire  Mining  Co., 
44  Ch.  D.  402) — that  is,  made  in  good  faith,  and  fair  and  reasonable  (re 
Alabama  Railway  Co.  [1891],  1    Ch.   239).     Schemes  are  of  course  very 
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various.  Debenture  holders,  it  is  now  settled,  may  be  compelled  to  accept 
fully  paid  shares  in  satisfaction  of  their  securities  (re  Umpire  Co.,  supra  ; 
Tt  Dominion  of  Canada  Freehold  Estate  Co.,  58  L.T.R  347).  The  liquidator 
is  the  proper  person  to  preside  at  meetings  under  the  Act  (Slater  v. 
Darlaston  Steel  and  Iron  Co.,  W.N.  1877, 172). 

V.  Defunct  Companies — Weeding  the  Kegister. — Under  sec.  7  of 
the  Companies  Act  1880,  the  Eegistrar  of  Joint-Stock  Companies  has 
pi  >\\vr,  after  observing  certain  formalities,  to  strike  off  the  Eegister  the  name 
of  a  company  which  he  has  reasonable  cause  to  believe  is  not  carrying  on 
business  or  not  in  operation.  The  Companies  Act  1900,  sec.  26,  enlarges 
this  power.  Any  member  or  creditor  aggrieved  by  such  striking  off  of  a 
company's  name  may  petition  for  its  restoration  (Companies  Act  1880, 
sec.  7  (5) ;  Companies  Act  1900,  sec.  26  (2) ;  and  see  re  Outlay  Assurance 
Society,  34  Ch.  1).  479,  and  re  Financial  Corporation,  27  Sol.  T.  199). 

Edward  Manson. 

Company  Book-kCCping". — Account  keeping  for  a  joint- 
stock  company  is,  so  far  as  it  relates  to  the  recording  of  the  transactions 
of  the  business  carried  on  by  the  company,  precisely  the  same  as  account 
keeping  for  individuals  or  firms  carrying  on  the  same  class  of  business. 
The  entering  in  the  books  of  account  of  purchases  and  sales  of  goods,  and  of 
the  payments  and  receipts  therefor,  is  not  affected  by  the  consideration  as 
to  who  is  the  actual  owner  of  the  concern.  The  sole  difference  between 
the  account  keeping  of  public  companies  and  of  firms  or  individuals  is  in 
the  method  of  recording  and  keeping  the  accounts  as  between  the  partners 
or  proprietors  of  the  business,  with  this  addition,  that  while  partners 
may  either  by  their  articles  of  partnership  or  by  agreement  amongst  them- 
selves define  the  method  of  keeping  their  accounts,  those  of  joint -stock 
companies  are,  as  regards  the  accounts  of  the  partners  or  shareholders,  to  a 
certain  extent  regulated  by  law. 

Companies  in  the  United  Kingdom  may  be  classified  under  the 
following  division  : — 

1.  Those  registered  under  the  Companies  Acts  1862  to  1900. 

2.  Those  incorporated  by  special  Act  or  Acts  of  Parliament  and 
incorporating  with  their  special  Acts  the  Companies  Clauses  Consolidation 
Act  1845.    These  may  be  again  divided  under  the  following  sub-headings  : — 

(a)  Eailway  companies  which  are,  in  addition  to  the  above-named 
Acts,  regulated  also  by  special  Acts  relating  to  railway  companies. 

(b)  Gas  companies  which  are  regulated  also  by  special  Acts  relating  to 
gas  companies. 

(c)  Water  companies  which  are  regulated  also  by  special  Acts  relating 
to  water- works. 

(d)  Electric  light  companies  which  are  regulated  also  by  special  Acts 
relating  to  electric  light  undertakings. 

3.  Those  registered  under  the  Life  Assurance  Companies  Act  1870, 
many  of  which  being  also  registered  under  the  Companies  Acts  1862  to 
1900  are  subject  to  the  provisions  of  all  these  Acts. 

4.  Those  registered  under  the  Building  Societies  Acts. 

5.  Those  registered  under  the  Friendly  Societies  Acts. 

6.  Those  registered  under  the  Industrial  and  Provident  Societies  Acts. 

7.  Those  registered  under  the  Trustee  Savings  Banks  Acts. 

8.  Those  registered  under  the  Savings  Bank  Acts. 

The  books  in  use  by  these  various  classes  of  companies  or  societies  may 
be  divided  into  two  classes : — 
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(1)  Eegistry  or  statistical. 

(2)  Financial  or  account. 

It  is  with  the  first  division  of  these  books  this  article  mainly  treats, 
the  financial  or  account  books  being,  as  already  stated,  of  a  similar 
description  to  what  would  be  used  by  a  firm  or  individual  carrying  on  the 
same  class  of  business. 

The  registry  or  statistical  books  required  either  by  law  or  custom  to  be 
kept  by  companies  are  the  following  : — 

Application  for  Shares  and  Allotment  Book 

Certificate  Books    . 

Register  of  Members 

Annual  List  of  Members 

Register  of  Shareholders 

Register  of  Shares  . 

Shareholders'  Address  Book 

Register  of  Holders  of  Consolidated  Stock 

Register  of  Certificates  cancelled  and  issued 

Register  of  Debenture  Stock 

Register  of  Mortgages  and  Charges 

Register  of  Calls     .... 

Register  of  Transfers  of  Shares     . 

Register  of  Transfers  of  Debentures 

Debenture  Stock  Transfer  Register 

Investment  Register 

Mortgage  Register  .... 

Assurance  Company's  Policy  Register    . 

Dividend  Book        .... 

Register  of  Directors  and  Managers 

Minute  Book  .... 

Directors'  Attendance  Book 

Register  of  Probate  of  Wills  and  Confirmations 

Seal  Book     . 

Agreement  Book     . 

Before  designing,  or  in  other  words,  settling  the  rulings  and  their  head- 
ings for  the  books  of  a  company,  whether  of  account  or  for  registration 
purposes,  the  Act  of  Parliament  under  which  the  company  is  incorporated, 
together  with  its  private  Act,  if  any,  its  Charter,  or  its  Articles  of  Associa- 
tion, as  the  case  may  be,  should  be  carefully  perused  so  that  it  may  not  be 
discovered  when  too  late  that  proper  space  has  not  been  left  in  some 
of  the  books  for  important  details  which  should  be  contained  therein. 
Having  prescribed  this  caution,  we  will  now  refer  in  detail  to  the  books 
just  enumerated. 
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Application  for  Shares  and  Allotment  Book 

As  already  stated,  certain  of  the  books  which  have  to  be  kept  by 
companies  are  prescribed  by  Acts  of  Parliament,  but  there  are  other  books 
which  have  either  for  convenience  or  necessity  to  be  kept,  the  entries  in 
which  are  left  to  the  discretion  of  the  officials  of  each  company.  Nothing, 
for  example,  is  prescribed  by  any  Act  of  Parliament  as  to  the  manner  in 
which  the  records  relating  to  the  allotment  of  shares  and  the  issue  of 
certificates  have  to  be  kept ;  but  it  is  obvious  that  the  proper  recording  of 
the  allotment  of  shares  is  of  great  importance,  and  unless  done  in  the  most 
careful  manner  may  lead  to  subsequent  confusion. 

Carelessness  in  not  recording  in  a  most  precise  manner  the  details 
connected  with  an  allotment  of  shares  of  a  new  company  has  frequently 
been  the  cause  of  a  lawsuit,  and  in  many  cases  it  has  prevented  a  company 
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from  successfully  defending  a  suit  brought  by  a  shareholder  to  be  relieved 
of  his  shares,  either  on  the  ground  of  some  misrepresentation  in  the 
prospectus,  or  some  alleged  irregularity  in  connection  with  the  formation 
of  the  company,  which  he  tries  to  take  advantage  of. 

It  is,  of  course,  open  to  companies  to  contain  the  records  in  as  many 
books  as  they  please,  but  most  companies  try  to  combine  them  as  much  as 
possible  in  one  volume. 

It  is  most  advisable,  however,  where  there  is  more  than  one  class  of 
shares,  to  have  a  separate  Application  for  Shares  and  Allotment  Book  for 
each  class,  and  for  distinctive  numbers  to  be  hypothecated  to  each  class  of 
shares,  and  to  run  consecutively  for  each  class. 

The  following  is  a  form  of  Application  for  Shares  and  Allotment  Book 
which  may  safely  be  adopted.  Instead  of  giving  the  form  of  ruling,  it  is 
more  convenient  to  refer  to  headings  as  they  should  appear  at  the  top  of 
the  columns. 

The  application  forms  for  shares  which  are  usually  found  inside  the 
prospectus  of  a  new  company,  but  which  are  frequently  supplied  separately, 
are  usually  sent  by  the  applicants  direct  to  the  bankers  together  with  the 
money  which  the  prospectus  prescribes  shall  be  paid  on  application.  In 
these  circumstances  it  is  as  well  to  arrange  the  application  forms  when 
obtained  from  the  bank,  in  the  same  order  as  the  entries  relating  thereto 
are  found  in  the  Bankers'  Pass  Book,  for  which  purpose  they  should  be 
obtained  daily  from  the  bankers  while  the  list  is  open.  Having  so  arranged 
these  forms  they  should  be  numbered  consecutively. 

The  columns  and  headings  for  the  Application  for  Shares  and  Allotment 
Book  should  be  as  follows  : — 

1.  Number  of  Application. — In  this  column  should  be  inserted  the 
consecutive  numbers  of  the  forms  of  application  already  referred  to.  In 
writing  up  this  book  care  must  be  taken,  if  an  allotment  is  first  made  to 
the  signatories  of  the  Memorandum  of  Association,  to  enter  their  names 
first  in  column  4,  and  to  commence  to  fill  in  this  column  on  the  following 
line. 

2.  Date  of  Application. — This  date  will  be  filled  in  from  the  application 
form. 

3.  Number  of  Allotment. — This  will  frequently  coincide  with  that  of  the 
first  column,  but  if  an  allotment  is  first  made  to  the  signatories  of  the 
Memorandum  of  Association,  the  first  number  inserted  in  this  column  will 
be  on  the  same  line  as  the  name  of  the  first  of  the  signatories.  Supposing, 
for  example,  there  are  only  seven  signatories,  the  first  numbers  to  be 
inserted  in  this  column  will  be  1  to  7,  representing  the  signatories,  and  8 
will  be  inserted  on  the  line  with  application  number  1. 

4.  Name. — This  will  contain  the  full  name  of  each  signatory  and 
applicant  for  shares,  the  usual  plan  being  to  insert  the  surname  (or  title  if 
a  peer  or  peeress)  and  the  Christian  name  afterwards  in  smaller  writing. 

5.  Address. — Here  should  be  inserted  the  full  address  of  the  applicant 
according  to  the  form  of  application.  No  other  address  should  be  inserted, 
except  at  the  request  in  writing  of  the  applicant,  even  although  known  to 
the  office,  for  if  any  mistake  were  subsequently  made  the  office  would  be 
responsible  for  it,  while  if  the  only  address  given  by  the  applicant  is  made 
use  of,  he  alone  will  be  responsible  should  he  have  changed  his  address  and 
not  formally  intimated  this  to  the  company. 

6.  Description. — Here  should  be  inserted  the  rank,  profession,  occupa- 
tion, or  other  description  of  the  applicant  for  shares,  as  contained  in  the 
application  form. 
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7.  Number  of  Shares  applied  for. — The  number  of  these  will  be  taken 
from  the  application  form. 

8.  Amount  of  Deposit. — Particulars  of  this  will  be  taken  from  the 
application  form  after  being  compared  with  the  Bankers'  Pass  Book,  and  as 
frequently  applicants  prefer  to  pay  the  amount  due  on  allotment  as  well  as 
the  amount  payable  on  deposit,  or  as  often  happens,  the  total  number  of 
shares  applied  for  are  not  ultimately  allotted,  the  amount  payable  in  this 
column  will  not  necessarily  bear  the  due  proportion  to  the  number  of 
shares  applied  for  shown  in  the  preceding  column. 

9.  Number  of  Shares  Allotted. — It  being,  as  a  rule,  entirely  in  the 
discretion  of  the  directors  as  to  how  they  shall  allot  the  shares,  it  does  not 
necessarily  follow  that  even  should  the  whole  of  the  capital  be  not  sub- 
scribed for,  the  total  number  of  shares  applied  for  by  the  applicant 
will  have  been  allotted  to  him.  As  a  rule,  however,  this  is  the  case ;  but 
when  the  applications  for  shares  exceed  the  number  of  shares  to  be  allotted, 
the  directors  can  either  allot  the  shares  pro  rata,  or  they  can  make  any 
apportionment  they  think  proper,  unless  they  are  bound  by  the  Articles  of 
Association,  or  any  clause  inserted  in  the  prospectus,  as  to  the  method  of 
allotment.  The  number  of  shares  actually  allotted  by  the  directors  should 
be  entered  in  this  column. 

10.  Distinctive  Numbers  of  Shares  Allotted. — This  column  should  be 
divided  into  two  columns  by  a  line  drawn  down  the  middle.  In  the  first 
column  should  be  placed  the  number  of  the  first  share  specially  hypo- 
thecated to  the  applicant,  and  in  the  second  column  the  number  of  the  last 
share.  At  the  head  of  each  column  should  be  printed  respectively  the  words 
"  From "  and  "  To."  The  greatest  care  is  required  in  filling  in  these 
columns,  as  mistakes  are  very  likely  to  happen  through  the  two  inclusive 
numbers  having  to  be  inserted.  It  is  therefore  important  that  the  actual 
number  of  the  shares  allotted  to  the  first  applicant  whose  number  is  to 
appear  in  this  column  is  properly  settled.  For  example,  should  a  company 
be  formed  to  take  over  an  established  business,  or  perhaps  for  some  other 
reason  a  certain  number  of  shares  are  allotted  as  fully  paid  to  the  vendor. 
The  distinctive  numbers  of  these  shares  are  frequently  contained  in  the 
agreement  between  the  vendor  and  the  company ;  reference  should  there- 
fore be  made  to  this  agreement  to  avoid  allotting  to  any  of  the  allottees  of 
shares  a  number  which  already  belongs  to  the  vendor.  Frequently  also 
the  first  shares  are  immediately  allotted  to  the  signatories  to  the  Memor- 
andum of  Association ;  assuming  these  to  be  seven  in  number,  and  the 
fully  paid  shares  taken  by  the  vendor  are  found  in  the  agreement  to  be 
numbered  after  making  allowances  for  the  shares  to  be  issued  to  allottees, 
then  the  shares  allotted  to  the  allottee  whose  name  first  appears  in  this 
book  will  commence  with  number  8.  Should,  however,  the  agreement  pro- 
vide, for  example,  that  30,000  shares  are  to  be  issued  fully  paid  to  the 
vendor,  and  numbered  8  to  30,007,  then  numbers  1  to  7  must  be  hypothe- 
cated to  the  first  seven  signatories  to  the  Memorandum  of  Association, 
and  the  number  to  be  placed  in  the  first  column  opposite  the  name  of 
the  first  allottee  will  be  30,008.  The  most  prudent  course  is  to  fill  in 
these  columns  in  pencil,  and  then,  when  the  total  has  been  agreed,  have 
them  copied  in  ink. 

11.  Total  Amount  payable  in  respect  of  Shares  allotted. — In  this  column 
should  be  placed  the  amount  which  ought,  according  to  the  prospectus, 
to  have  been  paid  as  application  and  allotment  money  on  the  exact  number 
of  shares  actually  allotted,  and  is  quite  irrespective  of  what  was  really  paid 
with  the  application  form  into  the  bankers. 
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L2.  Balance  payable  on  Allotment. — Iu  this  column  should  be  placed 
any  amount  that  may  remain  payable  on  allotment,  should  there  be  any 
after  taking  into  consideration  the  amount  sent  with  the  application.  For 
example,  in  the  case  of  those  applicants  who  have  merely  paid  on  applica- 
tion the  amount  prescribed  by  the  prospectus,  and  who  have  been  allotted 
the  exact  number  of  shares  applied  for,  the  amount  inserted  in  this  column 
will  be  the  actual  amount  stated  to  be  payable  on  allotment  on  the  pros- 
pectus in  respect  of  each  share  multiplied  by  the  number  of  shares  allotted. 
For  those  who  paid  into  the  bank  with  their  application  the  amount 
payable  on  application  and  on  allotment,  and  who  have  been  allotted 
the  exact  number  of  shares  applied  for,  no  amount  whatever  will  appear 
in  this  column  ;  neither  will  any  amount  appear  when  applicants  have 
been  allotted  less  shares  than  they  applied  for,  and  the  amount  paid  on 
application  was  sufficient  to  cover  the  application  and  allotment  money  on 
the  actual  shares  allotted. 

13.  Amount  returnable. — In  this  column  must  be  inserted  any  amount 
which  has  been  paid  in  excess  of  the  amount  payable  on  application  and 
allotment  in  respect  of  the  shares  actually  allotted,  or  the  amount  paid  on 
application  in  cases  where  no  allotment  has  been  made. 

14.  Amount  Payable  on  first  Call. — It  is  the  practice  of  some  companies 
to  have  a  heading  of  this  nature  to  a  column  in  which  can  be  inserted  at 
the  proper  time  the  amount  which  is  to  be  called  up  on  some  future 
date.  If  the  date  is  mentioned  in  the  prospectus,  or  the  directors  contem- 
plate making  a  call  within  a  very  short  period,  it  is  advisable  to  have  this 
column,  and  also  a  similar  column,  for  a  second  or  third  call,  if  such  are 
contemplated  at  an  early  date ;  but  if  a  call  is  not  likely  to  be  made  until, 
say,  after  the  preparation  of  the  first  balance-sheet,  it  is  well  to  close  the 
Application  for  Shares  and  Allotment  Book  and  open  a  "  Eegister  of  Calls  " 
later  on. 

15.  Date  of  posting  Letters  of  Allotment. — In  this  column  should  be 
inserted  the  date  on  which  the  letters  of  allotment  were  posted,  as  in  law 
a  letter  of  allotment  is  binding  on  an  applicant  for  shares  after  it  has  been 
posted,  and  if  many  clerks  are  attending  to  this  matter,  it  is  desirable  that 
instructions  should  be  given  that  they  should  all  be  posted  under  the 
superintendence  of  one  clerk,  at  one  post  office,  and  at  the  same  time,  and 
an  entry  made  under  the  remarks  column  as  to  this  being  done,  so  that 
there  may  be  on  record,  should  an  affidavit  of  posting  be  necessary, 
material  to  support  an  action  at  law. 

16.  Date  of  Issue  of  Certificate. — In  this  column  should  be  inserted  the 
date  on  which  the  certificate  has  been  posted  to  each  shareholder. 

17.  Remarks. — In  this  column  should  be  inserted  any  special  notes 
that  may  be  considered  necessary,  such  as  the  name  of  the  post  office  where  the 
allotment  letters  were  posted,  the  hour  of  posting,  any  special  request  which 
may  have  been  made  by  applicants  for  shares  to  be  attended  to  in  future,  etc. 

The  main  object  of  keeping  an  Application  for  Shares  and  Allotment 
Book  is  to  ensure  a  perfect  record  of  all  the  transactions  in  the  company's 
office  relating  to  the  allotment  from  the  time  of  receiving  the  applications 
for  shares  from  each  shareholder  until  the  Share  Eegister  has  been  written 
up.  Consequently  where  Share  Registers  are  written  up  speedily  columns 
14  and  16  will  not  be  needed. 

Certificate  Books 

It  is  advisable  that  certificates  should  not  be  merely  written  up  on 
loose  printed  forms,  but  they  should  be  printed  with  counterfoils,  both  of 
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which  should  be  numbered  and  bound  in  a  book  or  books.  The  certificate 
itself  should  be  carefully  engraved  and  printed  on  special  paper,  as  although 
it  is  not  so  necessary  to  guard  against  their  being  forged  as  in  a  bank  note, 
still  they  ought  to  be  so  printed  that  they  cannot  be  copied  by  any 
official  of  the  company.  The  certificate  should  be  filled  in  with  the 
name  of  the  holder,  the  number  of  shares  held  by  him,  the  amount  paid  up 
on  each  of  such  shares,  and  the  consecutive  number  of  the  shares ;  entries 
to  the  same  effect  should  be  made  on  the  counterfoil,  which  counterfoil 
should  also  be  initialed  by  the  director  or  directors  signing  the  certificate, 
and  the  officials  of  the  company  who  countersign  it.  When  shares  are 
sold  the  certificate  should  be  returned  to  the  office  with  the  transfer,  and 
before  the  new  certificate  is  issued  the  signatures  of  the  directors  on  the 
old  one  should  be  cancelled  and  the  certificate  pasted  on  to  its  counterfoil. 
The  same  remarks  apply  to  certificates  issued  for  debenture  stock. 

Eegister  of  Members 

The  Companies  Act  1862,  section  25,  enacts  that  every  company  under 
that  Act  shall  cause  to  be  kept  in  one  or  more  books  a  register  of  its 
members,  and  there  shall  be  entered  therein  the  following  particulars : — 

(1)  The  names  and  addresses,  and  the  occupations,  if  any,  of  the  mem- 
bers of  the  company,  with  the  addition,  in  the  case  of  a  company  having 
a  capital  divided  into  shares,  of  a  statement  of  the  shares  held  by  each 
member,  distinguishing  each  share  by  its  number,  and  the  amount  paid  or 
agreed  to  be  considered  as  paid  on  the  shares  of  each  member. 

(2)  The  date  at  which  the  name  of  any  person  was  entered  in  the 
register  as  a  member. 

(3)  The  date  at  which  any  person  ceased  to  be  a  member. 

By  section  31  of  the  Companies  Act  1867,  on  the  issue  of  a  share 
warrant  in  respect  of  any  share  or  stock,  the  company  must  strike  out  of 
its  register  of  members  the  name  of  the  member  then  entered  therein  as 
holding  such  share  or  stock,  as  if  he  has  ceased  to  be  a  member,  and  must 
enter  in  the  register  the  fact  of  the  issue  of  the  warrant,  a  statement  of 
the  shares  or  stock  included  in  the  warrant,  distinguishing  each  share  by 
its  number  and  the  date  of  the  issue  of  the  warrant,  and  until  the  warrant 
is  surrendered  the  particulars  are  deemed  to  be  the  particulars  required  by 
the  25th  section  of  the  Act  of  1862. 

Section  29  prescribes  that  where  a  company  under  this  Act  having  a 
capital  divided  into  shares  has  converted  any  portion  of  its  capital  into 
stock,  and  given  notice  of  such  conversion  to  the  Eegistrar  of  Joint-Stock 
Companies,  the  Eegister  of  Members  must  show  the  amount  of  stock  held 
by  each  member,  instead  of  the  amount  of  shares  and  the  particulars  relat- 
ing to  shares. 

The  register  may  consist  of  different  books,  which,  by  reference  from 
one  to  the  other,  supply  all  the  information  required  ( Wicker  sheim's  Case, 
8  Ch.  831,  836). 

Under  certain  circumstances  it  is  probable  that  allotment  sheets  might 
constitute  a  register  of  members  {Ex parte  Cammell,  1894, 1  Ch.  528  ;  1894, 
2  Ch.  392). 

A  company  whose  objects  comprise  the  transaction  of  business  in  a 
colony  may  keep  a  branch  register  of  members  resident  in  such  colony,  if 
authorised  so  to  do  by  its  regulations  as  originally  framed,  or  as  altered  by 
special  resolution  {Companies  (Colonial  Registers)  Act  1883). 

If  shares  be  paid  in  whole  or  in  part,  not  in  money,  but  in  money's 
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worth,  the  directors  will  properly  state  on  the  Register  of  Members  that 
the  shares  are  to  the  extent  of  such  money's  worth  paid  up,  although  no 
money  has  passed  (Anglesea  Colliery  Company,  2  Eq.  379,  1  Ch.  555). 

The  following  is  a  suitable  form  for  the  ruling  of  a  Register  of 
Members : — 

At  the  head  of  each  page  leave  three  or  four  blank  lines.  On  the  first 
of  which  write  the  full  Christian  name,  surname,  and  description  or  occu- 
pation of  the  shareholder,  and  on  the  next  line  write  his  address,  the 
other  blank  lines  being  available  for  any  changes  of  address  formally  inti- 
mated either  in  writing  or  by  the  shareholder  in  person. 

On  the  debtor  or  left-hand  side  of  the  page  have  a  heading  "  Shares 
transferred,"  and  columns  with  the  following  headings : — 

1.  Date  of  ceasing  to  be  a  member,  or  of  transfer  deed  if  only  part  of 
the  shares  are  being  sold. 

2.  Particulars  of  shares  transferred. 

This  should  have  three  subsidiary  columns. 

(a)  No.  of  transfer  deed. 

(b)  Number  of  shares  transferred. 

(c)  Distinctive  numbers  of  shares  (inclusive)  in  columns  headed 

respectively  "  From  "  and  "  To." 

3.  Total  amount  paid  on  shares  transferred  (£  s.  d.) 

On  the  credit  or  right-hand  side  have  a  heading  "  Shares  acquired,"  and 
columns  with  the  following  headings  : — 

1.  Date  of  becoming  a  member  or  of  acquiring  further  shares. 

2.  Particulars  of  shares  acquired. 

With  three  subsidiary  columns. 

(a)  No.  of  transfer  deed  or  No.  of  allotment. 

(b)  Number  of  shares  acquired. 

(c)  Distinctive  numbers  of  shares  (inclusive)  in  columns  headed 

respectively  "  From  "  and  "To." 

3.  Amount  payable  on  shares. 

With  two  subsidiary  columns. 

(a)  Journal  folio. 

(b)  £  s.  d. 

4.  Total  amount  paid  on  shares  acquired. 

With  two  subsidiary  columns. 

(a)  Cash-book  folio. 

(b)  £  s.  d. 

Annual  List  of  Members 

This  is  one  of  the  forms  or  books  required  by  law  to  be  kept  by  every 
company  registered  under  the  Companies  Acts  1862  to  1900.  The  list, 
however,  may  be  contained  in  the  same  volume  as  the  Register  of  Members, 
and  in  companies  with  few  shareholders  this  privilege  is  frequently  taken 
advantage  of.  In  the  case  of  other  companies  it  is  advisable  for  the 
Annual  List  of  Members  to  be  kept  in  a  separate  volume.  The  sections  of 
the  Acts  of  Parliament  are  the  following : — 

The  Companies  Act  1862 

Section  26. — Every  company  under  this  Act,  and  having  a  capital 
divided  into  shares,  shall  make,  once  at  least  in  every  year,  a  list  of  all 
pTsoiis  who.  on  the  fourteenth  day  succeeding  the  day  on  which  the 
ordinary  general  meeting,  or  if  there  is  more  than  one  ordinary  meeting  in 
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each  year,  the  first  of  such  ordinary  general  meetings  is  held,  are  members 
of  the  company ;  and  such  list  shall  state  the  names,  addresses,  and  occu- 
pations of  all  the  members  therein  mentioned,  and  the  number  of  shares 
held  by  each  of  them,  and  shall  contain  a  summary  specifying  the  following 
particulars : — 

(1)  The  amount  of  the  capital  of  the  company,  and  the  number  of 
shares  into  which  it  is  divided. 

(2)  The  number  of  shares  taken  from  the  commencement  of  the  com- 
pany up  to  the  date  of  the  summary. 

(3)  The  amount  of  calls  made  on  each  share. 

(4)  The  total  amount  of  calls  received. 

(5)  The  total  amount  of  calls  unpaid. 

(6)  The  total  amount  of  shares  forfeited. 

(7)  The  names,  addresses,  and  occupations  of  the  persons  who  have 
eeased  to  be  members  since  the  last  list  was  made,  and  the  number  of 
shares  held  by  each  of  them. 

The  above  list  and  summary  shall  be  contained  in  a  separate  part  of 
the  register,  and  shall  be  completed  within  seven  days  after  such  fourteenth 
day  as  is  mentioned  in  this  section,  and  a  copy  shall  forthwith  be  for- 
warded to  the  Registrar  of  Joint-Stock  Companies. 

Every  year  means  a  year  from  1st  January  to  31st  December  (Gibson 
v.  Barton,  10  Q.B.  329 ;  Edmonds  v.  Foster,  33  L.T.  690). 

Section  29. — Where  any  company  under  this  Act,  and  having  a  capital 
divided  into  shares,  has  converted  any  portion  of  its  capital  into  stock,  and 
given  notice  of  such  conversion  to  the  Registrar,  all  the  provisions  of  this 
Act  which  are  applicable  to  shares  only  shall  cease  as  to  so  much  of  the 
capital  as  is  converted  into  stock ;  and  the  register  of  members  hereby 
required  to  be  kept  by  the  company,  and  the  list  of  members  to  be  for- 
warded to  the  Registrar,  shall  show  the  amount  of  stock  held  by  each 
member  in  the  list  instead  of  the  amount  of  shares  and  the  particulars 
relating  to  shares  hereinbefore  required. 

Section  30. — No  notice  of  any  trust,  expressed,  implied,  or  constructive, 
shall  be  entered  on  the  register,  or  be  receivable  by  the  Registrar,  in  the 
case  of  companies  under  this  Act,  and  registered  in  England  or  Ireland. 

This  section  does  not  apply  to  Scotland,  it  being  the  Scottish  practice  to 
notice  trusts  in  the  transfer  and  registration  of  stocks. 

The  Companies  Act  1867 

Section  32. — After  the  issue  by  the  company  of  a  share  warrant,  the 
annual  summary  required  by  the  26th  section  of  the  principal  Act  shall 
contain  the  following  particulars  :  The  total  amount  of  shares  or  stock  for 
which  share  warrants  are  outstanding  at  the  date  of  the  summary,  and  the 
total  amount  of  share  warrants  which  have  been  issued  and  surrendered 
respectively  since  the  last  summary  was  made,  and  the  number  of  shares  or 
amount  of  stock  comprised  in  each  warrant. 

The  Companies  Act  1900 

Section  19. — (1)  The  summary  mentioned  in  section  26  of  the  Com- 
panies Act  1862  shall  be  so  framed  as  to  distinguish  between  the  shares 
issued  for  cash  and  the  shares  issued  otherwise  than  for  cash,  or  only 
partly  for  cash,  and  shall,  in  addition  to  the  particulars  required  by  that 
section  to  be  specified,  also  specify  : — ■ 
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(a)  The  total  amount  of  debt  due  from  the  company  in  respect  of  all 

mortgages  and  charges  which  require  registration  under  this 
Act,  or  which  would  require  such  registration  if  created  after 
the  commencement  of  this  Act ;  and 

(b)  The  names  and  addresses  of  the  persons  who  are  directors  of  the 

company  at  the  date  of  the  summary. 

(2)  The  list  and  summary  mentioned  in  the  said  section  26  must  be 
signed  by  the  manager  or  by  the  secretary  of  the  company. 

The  following  form  should  be  printed  on  the  first  page  of  the  Annual 
Summary  Book,  and  some  loose  pages  of  the  same  should  be  kept  to  be 
pasted  in  the  book  each  year  over  the  first  page  succeeding  the  previous 
year's  annual  summary,  such  page  then  forming  the  first  page  of  the  suc- 
ceeding year's  annual  summary  : — 

"  The  Companies  Acts  1862  to  1900  " 

Form  E 

As  altered  by  the  Board  of  Trade,  pursuant  to  s.  71  of  the  Companies  Act  1862 

Summary  of  Capital  and  shares  of  the — — — 


Company,  Limited, 

made  up  to  the day  of  190 (being  the 

fourteenth  day  succeeding  the day  of 190 , 

when  the  First  Ordinary  General  Meeting  in  the  year  was  held). 

Nominal  capital,  £ divided  into  !  shares  of  £  each. 

Total  number  of  shares  taken  up  to  the day  of       ( 

190  (which  number  must  agree  with  the  total  shown  in  ] 

the  list,  as  held  by  existing  members)   .  .  .  .  ( 

Number  of  shares  issued  subject  to  payment  wholly  in  cash         .       

Number  of  shares  issued  as  fully  paid  up  otherwise  than  for  cash 

Number  of  shares  issued  as  partly  paid  up  to  the  extent  of 

per  share  otherwise  than  for  cash  .... 

There  has  been  called  up  on  each  of shares         .  .    £  


Total  amount  of  calls  received,  including  payments  on  applica- 
tion and  allotment  ...... 

Total  amount  (if  any)  agreed  to  be  considered  as  paid  on 

shares  which  have  been  issued  as  fully  paid  (otherwise  than 
in  cash)        ........ 

Total  amount  (if  any)  agreed  to  be  considered  as  paid  on^ 


shares  which  have  been  issued   as  partly  paid  up  to  the 
extent  of per  share      .  .  .  .  .    £' 

Total  amount  of  calls  unpaid .  .  .  .  .    £ 

Total  amount  (if  any)  paid  on shares  forfeited  .    £_ 

Total  amount  of  debt  due  from  the  Company  in  respect  of  all 
mortgages  and  charges  which  require  registration  under  the 
Companies  Act  1900,  or  which  would  require  such  registra- 
tion if  created  after  the  commencement  of  that  Act  .  .    £ 
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In  filling  up  the  above  form  it  is  necessary  to  set  out  in  the  line 
opposite  the  nominal  capital  of  the  company  the  number  and  particulars 
of  each  class  of  share  when  it  is  divided  into  shares  of  different  kinds  and 
amounts.  Preference,  Ordinary  or  Deferred  Shares,  or  by  whatever  name 
known,  must  be  distinguished,  or  if  there  are  two  or  more  classes  of  shares 
of  different  nominal  amounts  the  amounts  must  be  stated,  and  in  the  last 
column  the  nominal  amount  of  each  class  of  shares. 

In  the  same  way,  in  stating  how  much  has  been  called  up  on  the  shares, 
not  only  must  the  different  kinds  of  shares  be  stated,  but  also  the  various 
amounts  called  up  on  each  of  these  classes  of  shares. 

In  filling  in  the  total  amount  of  calls  received,  including  the  payments 
on  application  and  allotment,  there  must  be  included  in  the  amount  what 
has  been  received  on  forfeited  shares  as  well  as  on  existing  shares,  while 
lower  down,  in  stating  the  total  amount,  if  any,  paid  on  the  forfeited  shares, 
the  aggregate  number  of  the  shares  forfeited,  if  any,  must  be  inserted. 

Following  this  front  page  is  a  list  of  the  shareholders  as  they  exist  on 
the  fourteenth  day  after  the  day  of  the  annual  meeting,  and  as  a  great  deal, 
of  information  has  to  be  given,  it  is  advisable  for  the  book  to  be  ruled  across 
the  two  open  pages. 

Extending  across  the  top  of  the  two  pages  should  be  printed  the 
following : — 

List  of  persons  holding  shares  in  the  Company,  Limited,  on 

the      th  day  of  190  ,  and  of  persons  who  have  held  shares  therein 

at  any  time  since  the  date  of  the  last  return,  showing  their  names, 
addresses,  and  occupations,  and  an  account  of  the  shares  so  held. 

On  the  left-hand  page  should  be  printed  as  a  heading,  under  the  long 
heading  already  referred  to,  "  Names,  Addresses,  and  Occupations,"  with  the 
following  columns : — 

1.  Folio  in  Eegister  of  Members  containing  particulars. 

2.  Surname. 

3.  Christian  name. 

4.  Address. 

5.  Occupation. 

On  the  right-hand  page  should  be  printed  as  a  heading  under  the  long 
heading  already  referred  to,  "Account  of  Shares,"  with  the  following 
columns : — 

1.  Number  of  shares  held  by  existing  members  at  date  of  return. 
Should  there  be  more  than  one  class  of  shares,  then  this  column  must  be 

subdivided  with  headings  describing  the  classes  of  shares. 

The  aggregate  number  of  shares  held,  and  not  the  distinctive  numbers, 
must  be  stated,  and  the  column  or  columns  should  be  added  up  through- 
out, i.e.  continuing  the  addition  from  page  to  page,  so  that  the  total  at  the 
end  of  the  return  will  agree  with  the  number  of  shares  stated  in  the 
summary  to  have  been  taken  up. 

2.  Particulars  of  shares  transferred  since  the  date  of  the  last  return  by 
persons  who  are  still  members. 

This  must  be  again  divided  into  sub-columns,  some,  if  necessary,  show- 
ing the  different  classes  of  shares,  if  any,  while  another  sub-column  must 
contain  the  date  of  registration  of  the  transfer,  and  in  order  that  this  may 
be  neatly  entered,  the  number  of  shares  held  of  different  classes  should  be 
stated  on  separate  lines,  so  that  the  date  of  the  registration  of  the  transfer 
may  be  opposite  each. 

3.  Particulars  of  shares  transferred  since  the  date  of  the  last  return  by 
persons  who  have  ceased  to  be  members. 
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The  sub-columns  under  this  heading  are  precisely  the  same  as  in  the 
previous  heading. 

In  all  cases  the  date  ol  the  registration  of  each  transfer  should  be 
given  as  well  as  the  number  of  shares  transferred  on  each  date.  The  parti- 
culars should  be  placed  opposite  the  name  of  the  transferor,  and  not 
opposite  that  of  the  transferee. 

4.  Remarks. — Under  this  column  may  be  placed  the  name  of  the  trans- 
feree, immediately  opposite  the  particulars  of  each  transfer,  and  of  course 
any  other  information  that  the  company  may  wish  to  insert. 

Eegister  of  Shareholders 

Every  company  registered  under  the  Companies  Clauses  Consolidation 
Act  1845  is  required  by  section  9  of  the  Act  to  keep  a  Eegister  of  Share- 
holders.    The  section  is  as  follows  : — 

Section  9. — "  The  company  shall  keep  a  book  to  be  called  the  '  Eegister 
of  Shareholders ' ;  and  in  such  book  shall  be  fairly  and  distinctly  entered, 
from  time  to  time,  the  names  of  the  several  corporations,  and  the  names 
and  addresses  of  the  several  persons  entitled  to  shares  in  the  company, 
together  with  the  number  of  shares  to  which  such  shareholders  shall  be 
respectively  entitled,  distinguishing  each  share  by  its  number,  and  the 
amount  of  subscription  paid  on  such  share,  and  the  surnames  or  corporate 
names  of  the  said  shareholders  shall  be  placed  in  alphabetical  order ;  and 
such  book  shall  be  authenticated  by  the  common  seal  of  the  company 
being  affixed  thereto ;  and  such  authentication  shall  take  place  at  the  first 
ordinary  meeting,  or  at  the  next  subsequent  meeting  of  the  company,  and 
so  from  time  to  time  at  each  ordinary  meeting  of  the  company." 

For  this  book  the  following  columns  are  recommended : — 

1.  Name  of  shareholder. 

2.  Address  of  shareholder. 

3.  Description  of  shareholder. 

4.  Number  of  shares  held ;  with  sub-columns  if  more  than  one  class 
of  shares. 

5.  Amount  paid  on  each  share  ;  with  sub-columns  if  more  than  one  class 
of  shares. 

6.  Distinctive  numbers  of  shares  held ;  with  two  sub-columns,  one 
headed  "  From,"  the  other  headed  "  To." 

7.  Eemarks. 

The  section  is  not  merely  directory,  but  must  be  substantially  complied 
with  in  order  to  make  the  Eegister  of  Shareholders  evidence  of  a  defendant 
in  an  action  for  calls  being  a  shareholder  {East  Gloucestershire  Railway 
Company  v.  Bartholomew,  L.E.,  3  Ex.  15.) 

Eegister  of  Shares 

The  following  is  a  form  suitable  for  the  Eegister  of  Shares  of  a  building 
society,  or  a  similar  society ;  the  pages  should  be  ruled  across  the  open  book, 
and  allow  for  five  or  six  names  being  on  one  page.  The  columns  should  be 
headed : — 

1.  Ledger  folio. 

2.  Surname. 

3.  Christian  name. 

4.  Occupation. 

5.  Address. 
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6.  Number  of  shares. 

7.  Distinctive  numbers  of  shares ;  with  two  sub-columns,  one  headed 
"  From,"  and  the  other  "  To." 

Shareholders'  Address  Book 

Every  company  registered  under  the  Companies  Clauses  Consolidation 
Act  1845  is  required  to  keep  a  "  Shareholders'  Address  Book."  The  follow- 
ing is  the  section  of  the  Act : — 

Section  10. — "In  addition  to  the  said  Eegister  of  Shareholders,  the 
company  shall  provide  a  book,  to  be  called  the  ■  Shareholders'  Address 
Book,'  in  which  the  secretary  shall  from  time  to  time  enter  in  alphabetical 
order  the  corporate  names  and  places  of  business  of  the  several  shareholders 
of  the  company,  being  corporations,  and  the  surnames  of  the  several  other 
shareholders,  with  their  respective  Christian  names,  places  of  abode,  and 
descriptions,  so  far  as  the  same  shall  be  known  to  the  company." 

For  this  book  the  following  columns  are  recommended  : — 

1.  Folio  in  Eegister  of  Members. 

2.  Number  of  shares  held. 

3.  Shareholder's  name. 

4.  Shareholder's  address. 

5.  Shareholder's  description. 

6.  Eemarks. 

Many  companies  adopt  the  plan  of  having  the  Shareholders'  Address 
Book  with  the  edges  cut,  showing  the  letters  of  the  alphabet,  so  that  any 
name  can  be  easily  referred  to. 

Where  there  are  many  transfers  the  book  should  be  written  up  day  by 
day,  and  the  name  ruled  through  in  red  ink  when  any  shareholder  has 
disposed  of  all  his  shares.  In  those  cases  where  persons  are  continually 
buying  and  selling  shares,  it  is  as  well  to  leave  a  number  of  spaces  after 
certain  names,  so  as  to  allow  the  name  to  be  re-entered  in  the  same  place. 

This  book  is  particularly  useful  in  the  case  of  a  demand  for  a  poll  at  a 
general  meeting,  as  the  number  of  votes  each  shareholder  is  entitled  to 
can  be  immediately  entered  opposite  the  name,  and  it  can  then  be  after- 
wards compared  with  the  Eegister  of  Members. 

Eegister  of  Holders  of  Consolidated  Stock 

It  is  enacted  by  section  61  of  the  Companies  Clauses  Consolidation  Act 
1845,  that  any  company  registered  under  this  Act  may,  with  the  consent 
of  three-fourths  of  the  votes  of  the  shareholders  present  in  person,  or  by 
proxy,  at  any  general  meeting  of  the  company,  convert  or  consolidate  all 
or  any  part  of  its  share  capital  into  a  general  capital  stock.  Section  63 
then  directs  that  a  Eegister  of  Holders  of  this  stock  shall  be  kept. 

Section  63. — "  The  company  shall  from  time  to  time  cause  the  names  of 
the  several  parties  who  may  be  interested  in  any  such  stock  as  aforesaid, 
with  amount  of  the  interest  therein  possessed  by  them  respectively,  to  be 
entered  in  a  book  to  be  kept  for  the  purpose,  and  to  be  called  '  The 
Eegister  of  Holders  of  Consolidated  Stock.'" 

Should  there  be  more  than  one  class  of  stock  a  separate  register  should 
be  kept  of  the  holders  of  each  class. 

The  name  and  address  of  each  stock-holder  should  be  written  across 
the  top  of  the  page,  and  the  following  columns  may  be  used  : — 

1.  Date  of  transfer. 

2.  Number  of  transfer. 


COMPANY  BOOK-KEEPING  207 

3.  Amount  of  stock,  with  subsidiary  columns  £  s.  d. 

4.  Date  of  registration. 

5.  Number  of  allotment  or  transfer. 

6.  Number  of  certificate. 

7.  Amount  of  stock,  with  subsidiary  columns  £  s.  d. 

Should  the  stock  be  newly  issued,  or  not  fully  paid  up,  the  following 
additional  columns  may  be  used  : — 

8.  Date  when  all  due. 

9.  Allotment  number  or  journal  folio. 

10.  Amount  due. 

11.  Cash  Book  folio. 
1  2.   Amount  paid. 

Registee  of  Certificates  Cancelled  and  Issued 

This  is  a  most  useful  office  book,  as  it  is  a  check  on  over-issuing  certi- 
orates of  stock  or  shares.  It  should  be  placed  before  the  chairman, 
director,  or  official  who  checks  and  signs  the  certificates. 

Each  page  should  have  the  date  of  the  Board  meeting  at  the  top,  and 
should  be  divided  into  two  parts,  the  left  side  headed  "  Old  Certificates," 
and  the  right  side  headed  "  New  Certificates,"  while  the  columns  under 
each  should  be  as  follows : — 

1.  Number  of  certificate. 

2.  Amount  of  stock,  or  number  of  shares. 

3.  Name. 

In  the  columns  on  the  left-hand  side  should  be  inserted  the  particulars 
taken  from  the  certificates  received  from  the  vendor,  while  the  right-hand 
side  should  contain  the  particulars  taken  from  the  new  certificates,  as  when 
holdings  are  disposed  of  they  are  frequently  divided  amongst  several 
purchasers,  and  the  names  on  the  right-hand  side  of  the  page  are,  as  a  rule, 
more  numerous  than  those  on  the  left-hand  side. 

Having  completed  filling  in  the  names  of  the  transferees,  it  will  then 
be  seen  how  much  of  the  transferor's  holding  remains  unaccounted  for,  and 
then  names  should,  accordingly, be  written  in  with  a  balance  of  the  stock  or 
shares  not  transferred,  and  for  which  certificates  should  be  written  out. 
The  total  amounts  should  then  balance,  and  should  a  vendor  have  disposed 
of  all  his  holding,  the  transfers  of  which  have  not  come  in  for  registration y 
the  balance  would,  of  course,  naturally  appear  before  the  next  Board  meet- 
ing to  be  dealt  with  in  a  similar  manner. 

It  is  the  practice  of  many  of  the  large  companies,  however,  not  to  issue 
any  certificates  for  the  balance  where  the  whole  of  the  vendor's  stock  or 
shares  have  been  disposed  of,  although  some  of  the  transfers  may  not  have 
been  presented  at  the  date  of  the  Board  meeting.  In  such  a  case  the  same 
book  can  be  used  by  inserting  the  balances  for  which  certificates  are  not 
issued  with  the  names  of  the  transferors  in  red  ink ;  and  when  the  out- 
standing transfers  are  brought  forward  for  registration  these  red -ink 
balances  must  (though  not  represented  by  certificates),  be  brought  down 
on  the  left-hand  side  under  the  heading  of  "  Old  Certificates." 

Kegister  of  Debenture  Stock 

A  Kegister  of  Debenture  Stock  must  be  kept  in  the  case  of  all 
companies  who  have  issued  debenture  stock,  as  prescribed  by  section  28  of 
the  Companies  Clauses  Act  1863,  which  is  as  follows : — 
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Section  28. — "  The  company  shall  cause  entries  of  the  debenture  stock 
from  time  to  time  created,  to  be  made  in  a  register  to  be  kept  for  that 
purpose,  wherein  they  shall  enter  the  names  and  addresses  of  the  several 
persons  and  corporations  from  time  to  time  entitled  to  the  debenture  stock, 
with  the  respective  amounts  of  the  stock  to  which  they  are  respectively 
.entitled." 

The  following  form  of  ruling  is  suggested  for  this  register : — 
The  name,  address,  and  description  of  the  holder  should  be  placed  on  the 
-top  of  the  page.     On  the  left-hand  side  of  the  page  should  be,  under  the 
heading  of  "  Stock  transferred,"  the  following  columns  : — 

1.  Date  of  transfer  of  the  stock. 

2.  The  number  of  the  transfer  deed. 

3.  The  name  to  whom  stock  transferred. 

4.  The  amount  of  stock  transferred. 

On  the  right-hand  side  of  the  page  should  be  a  heading  "Stock 
.acquired,"  and  there  should  be  the  following  columns : — 

1.  Date  of  entry  on  the  register. 

2.  The  number  of  allotment  or  transfer  deed. 

3.  The  name  from  whom  the  stock  has  been  acquired. 

4.  Amount  of  stock  acquired. 

In  designing  a  register  for  a  new  issue  of  debenture  stock  it  is  desirable 
to  have  the  following  additional  columns  on  the  right-hand  side  of  the 
page  :— 

5.  Amount  payable. 

With  two  subsidiary  columns, 
(a)  Journal  folio. 
(6)  £  s.  d. 

6.  Amount  paid. 

(a)  Cash  book  folio. 
(&)  £  s.  d. 

Eegister  of  Mortgages  and  Charges 

The  Companies  Acts  1862  to  1900  require  that  a  Eegister  of  Mortgages 
and  Charges  shall  be  kept ;  the  following  are  the  sections  of  the  Acts 
referred  to : — 

The  Companies  Act  1862 

Section  43. — "Every  limited  company  under  this  Act  shall  keep  a 
Eegister  of  all  mortgages  and  charges  specifically  affecting  property  of  the 
company,  and  shall  enter  in  such  register  in  respect  of  each  mortgage  or 
charge  a  short  description  of  the  property  mortgaged  or  charged,  the  amount 
of  charge  created,  and  the  names  of  the  mortgagees  or  persons  entitled  to 
such  charge.  If  any  property  of  the  company  is  mortgaged  or  charged 
without  such  entry  as  aforesaid  being  made,  every  director,  manager,  or 
other  officer  of  the  company  who  knowingly  and  wilfully  authorises  or 
permits  the  omission  of  such  entry  shall  incur  a  penalty  not  exceeding  fifty 
pounds.  The  Eegister  of  Mortgages  required  by  this  section  shall  be  open 
to  inspection  by  any  creditor  or  member  of  the  company  at  all  reasonable 
times  ;  and  if  such  inspection  is  refused,  any  officer  of  the  company  refusing 
the  same,  and  every  director  and  manager  of  the  company  authorising  or 
knowingly  or  wilfully  permitting  such  refusal,  shall  incur  a  penalty.  ..." 

The  Act  requires  registration,  not  of  the  instrument  creating  the  charge, 
but  of  the  property  charged.     It  extends,  therefore,  to  the  case  where  there 
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is  no  instrument,  such  as  where  the  security  is  created  by  deposit  {Smith's 
Case,  11  Ch.  Div.  579,  585.) 

When  debentures  are  issued  to  bearer  it  is  the  practice  to  register  the 
name  of  the  person  to  whom  each  debenture  is  first  issued.  When  a 
debenture  trust  deed  is  executed  it  is  the  practice  to  register  the  trustees 
or  persons  entitled  to  the  charge. 

The  right  of  a  creditor  or  member  of  a  company  to  inspect  the  Kegister 
of  Mortgages  includes  a  right  to  take  copies  of  the  register  {Nelson  v. 
Anglo-American  Land  Mortgage  Agency  Co.,  1897,  1  Ch.  130). 

The  Companies  Act  1900 

Section  14. — "  (1)  Every  mortgage  or  charge  created  by  a  company  after 
the  commencement  of  this  Act,  and  being  either — 

(a)  A  mortgage  or  charge  for  the  purpose  of  securing  any  issue  of 

debentures;  or 

(b)  A  mortgage  or  charge  on  uncalled  capital  of  the  company ;  or 

(c)  A  mortgage   or  charge  created   or  evidenced  by  an  instrument 

which,  if  executed  by  an  individual,  would  require  registration 
as  a  bill  of  sale ;  or 

(d)  A   floating   charge    on    the    undertaking    or    property   of    the 

company, 
shall,  so  far  as  any  security  on  the  company's  property  or  undertaking  is 
thereby  conferred,  be  void  against  the  liquidator  and  any  creditor  of  the 
company,  unless  filed  with  the  Eegistrar  for  registration  in  manner  required 
by  this  Act  within  twenty-one  days  after  the  date  of  its  creation,  but 
without  prejudice  to  any  contract  or  obligation  for  repayment  of  the  money 
thereby  secured." 

(This  section  only  applies  to  certain  kinds  of  mortgages  and  charges,  and 
not  to  all.  Thus  a  specific  mortgage  or  charge  of  land,  or  of  a  concession, 
or  patent,  or  copyright,  is  not  within  the  section  unless  it  is  to  secure  any 
issue  of  debentures  or  debenture  stock.) 

"  (2)  Where  the  mortgage  or  charge  comprises  property  outside  the 
United  Kingdom,  it  shall,  so  far  as  that  property  is  concerned,  be  sufficient 
compliance  with  the  requirements  of  this  section,  if  a  deed  purporting  to 
specifically  charge  such  property  be  registered  notwithstanding  that  further 
proceedings  may  be  necessary  to  make  such  mortgage  or  charge  valid  or 
effectual  according  to  the  law  of  the  country  in  which  such  property  is 
situate. 

"  (6)  The  Eegistrar  shall  give  a  certificate  under  his  hand  of  the  registra- 
tion of  any  mortgage  or  charge  registered  in  pursuance  of  this  section, 
stating  the  amount  thereby  secured  (which  certificate  shall  be  conclusive 
evidence  that  the  requirements  of  this  section  as  to  registration  have  been 
complied  with),  and  the  company  shall  cause  a  copy  of  the  certificate  so 
given  to  be  endorsed  on  every  debenture  or  certificate  of  debenture  stock 
which  is  issued  by  the  company,  and  the  payment  of  which  is  secured  by 
the  mortgage  or  charge  so  registered. 

"  (7)  It  shall  be  the  duty  of  the  company  to  register  every  mortgage  or 
charge  created  by  the  company  and  requiring  registration  under  this 
section,  and  for  that  purpose  to  supply  the  Eegistrar  with  the  particulars 
required  for  registration  ;  but  any  such  mortgage  or  charge  may  be  registered 
on  the  application  of  any  person  interested  therein. 

"  (8)  The  register  kept,  in  pursuance  of  this  section,  of  the  mortgages  and 
charges  of  each  company  shall  be  open  to  inspection  by  any  person  on 
VOL.  II  14 
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payment  of  the  prescribed  fee,  not  exceeding  one  shilling  for  each 
inspection. 

"  (9)  Every  company  shall  cause  a  copy  of  every  instrument  creating  any 
mortgage  or  charge  requiring  registration  under  this  section  to  be  kept  at 
the  registered  offices  of  the  company,  and  to  be  open  to  inspection  by  the 
members  and  creditors  of  the  company  on  payment  of  such  fee,  not  exceeding 
one  shilling  for  each  inspection,  as  may  be  fixed  by  the  regulations  of  the 
company.  Provided  that  in  the  case  of  a  series  of  uniform  debentures  a 
copy  of  one  such  debenture  shall  be  sufficient." 

By  section  34  (2)  the  above  sections  do  not  apply  to  companies 
registered  in  Scotland. 

The  book  should  be  ruled  with  the  following  columns : — 

1.  Date  of  creation  of  charge. 

2.  Amount  of  charge. 

3.  Name  and  address  of  mortgagee  or  person  in  whose  favour  the  charge 
is  made. 

4.  Particulars  of  the  property  mortgaged  or  charged. 

5.  Date  when  mortgage  or  charge  is  paid  off. 

6.  Eemarks. 

Any  officer  of  the  company  who  knowingly  or  wilfully  attempts  a 
default  in  complying  with  the  requirements  of  this  section  is  liable  on 
summary  conviction  to  a  fine  not  exceeding  one  hundred  pounds.  In 
connection  with  this,  "  the  word  '  wilfully '  means  that  the  act  is  done 
deliberately  and  intentionally,  not  by  accident  or  inadvertence,  but  so  that 
the  mind  of  the  person  who  does  the  act  goes  with  it  (Regina  v.  Senior, 
1899,  1  Q.B.  283,  290)." 

Kegister  of  Calls 

Every  new  company,  and  every  other  company  whose  capital  is  not  fully 
paid  up,  and  whose  directors  have  made  a  call  on  the  shareholders,  should, 
for  office  convenience,  keep  a  Eegister  of  Calls. 

At  the  head  of  the  page  the  amount  of  the  call  per  share  and  the 
number  of  shares  on  which  the  call  is  made,  and  the  date  on  which  the  call 
is  payable,  should  be  stated. 

The  following  are  the  columns  required : — 

1.  Number  on  list. 

2.  Folio  in  Eegister  of  Members. 

3.  Shareholder's  name. 

4.  Shareholder's  address. 

5.  Number  of  shares. 

6.  Total  amount  due  in  respect  of  call. 

7.  Amount  paid. 

8.  Date  of  payment. 

9.  Eemarks. 

Should  a  call  be  made  on  more  than  one  class  of  shares  each  class  should 
have  a  separate  register,  as  the  practice  of  inserting  extra  columns  so  as  to 
combine  calls  on  two  classes  of  shares  in  one  register  is  not  recommended. 

Register  of  Transfers 

The  Eegister  of  Transfers  contains  the  particulars  which  it  is  requisite 
should  be  registered  in  connection  with  a  transfer  of  shares  from  an  existing 
holder,  usually  called  the  transferor,  to  the  purchaser  of  the  shares,  usually 
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called  the  transferee.  The  entries  should  not  be  made  until  the  transfers 
are  accompanied  by  the  certificate  of  shares  proposed  to  be  transferred  and 
the  same  has  been  duly  passed  by  the  Board  of  Directors  or  a  Committee  of 
the  Board,  or  by  whatever  official  may  be  entrusted  by  the  board  with  such 
duty.  The  documents  must  be  properly  stamped,  the  full  name  and 
description  of  both  transferor  and  transferee  should  be  inserted  therein,  and 
the  signature  attested  by  one  or  more  witnesses  according  to  the  regulations 
of  the  company,  and  unless  these  are  in  order  transfers  should  not  be 
registered. 

If  there  are  two  or  more  classes  of  shares  there  should  be  a  separate 
Transfer  Register  for  each  class. 

The  Register  of  Transfers  may  have  the  following  columns : — 

1.  The  number  of  the  transfer  deed. 

2.  Date  when  transfer  is  received. 

3.  Date  of  registration  of  transfer. 

4.  Folio  of  Register  of  Members  containing  transferor's  name. 

5.  Number  of  old  certificate. 

6.  Name  of  transferor. 

It  is  not  necessary  to  insert  the  address  and  description  of  the  transferor, 
as  that  would  be  contained  in  the  Register  of  Members. 

7.  Numbers  of  shares  transferred. 

8.  Distinctive  numbers  of  such  shares.  This  should  have  two  sub- 
columns,  one  headed  "  From,"  the  other  headed  "  To." 

9.  Folio  of  Register  of  Members  containing  transferee's  name. 

10.  Number  of  new  certificate. 

11.  Name  of  transferee. 

12.  Address  of  transferee. 

13.  Consideration  money  payable. 

14.  Remarks. 

Register  of  Transfers  of  Debentures 

A  similar  ruling  will  apply  as  recommended  for  the  Register  of  Transfers 
of  Shares. 

Debenture  Stock  Transfer  Register 

AVhen  a  company  has  issued  debenture  stock,  a  Debenture  Stock 
Transfer  Register  should  be  kept,  which  may  contain  the  following 
columns : — 

1.  Date  of  registration. 

2.  The  number  of  transfer  deed. 

3.  Transferor's  register  folio. 

4.  Name  of  transferor. 

5.  Amount  of  stock. 

6.  Transferee's  register  folio. 

7.  Transferee's  name. 

8.  Transferee's  address. 

9.  Transferee's  description. 

10.  Consideration  money  paid. 

11.  Remarks. 

Investment  Register 

When  a  company  owns  many  investments  it  is  essential  that  a  proper 
er  of  its  investments  be  kept. 
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At  the  top  of  each  page  the  name  in  full  of  the  security  should  be 
written,  and  the  following  columns  are  recommended  where  the  investment 
is  in  stock  of  a  railway  or  other  company : — 

1.  Date  of  purchase. 

2.  Nominal  amount  of  stock  purchased. 

3.  Cost  per  cent. 

4.  Total  cost. 

5.  Nominal  rate  of  interest  per  cent. 

6.  When  redeemable. 

7.  Date  of  sale. 

8.  Selling  price  per  cent. 

9.  Profit  on  sale. 

10.  Loss  on  sale. 

11.  Eemarks. 

Should  the  company  be  authorised  to  hold  shares  in  other  companies  as 
an  investment,  the  register  must  of  course  be  ruled  so  as  to  show  the  number 
of  shares  purchased  and  the  nominal  amount  of  each  share,  while  in  place 
of  the  "Nominal  Eate  of  Interest"  column  might  be  inserted  a  column 
headed  "  Last  Dividend  Paid."  The  column  headed  "  When  Eedeemable  " 
is  of  course  not  required,  neither  is  the  column  "  Selling  Price  per  cent,"  but 
there  should  be  inserted  in  the  place  thereof  columns  showing  the  number 
of  shares  sold  and  the  selling  price  per  share. 

Mortgage  Eegister 

This  book  should  also  be  kept  by  every  company  which  makes  advances 
by  way  of  mortgage,  but  must  not  be  confused  with  the  Eegister  of 
Mortgages  and  Charges  required  by  Act  of  Parliament. 

The  name  of  the  borrower  with  his  full  address  and  description  should 
be  inserted  on  the  top  of  the  page,  which  should  extend  right  across  the 
book,  each  mortgagor  occupying  a  full  folio. 

The  following  columns  are  suggested  : — 

1.  Date  of  advance. 

2.  Amount  advanced. 

3.  Date  when  repaid. 

4.  Amount  repaid. 

5.  Eemarks. 

6.  Security.     This  should  occupy  the  whole  of  the  right-hand  page. 
Under  this  heading  should  be  entered  full  particulars  of  the  property 

securing  the  mortgage. 

About  half-way  down  this  page  it  should  be  ruled  across,  and  the 
following  columns  should  appear  in  the  lower  half : — 

1.  Date. 

2.  List  of  deeds  referred  to  in  security. 

3.  Date. 

4.  List  of  deeds  referred  to  in  security. 

Here  should  be  inserted  full  particulars  of  the  various  deeds  which 
may  be  comprised  in  the  security,  the  information  respecting  which  should 
be  given  by  the  solicitor.  The  columns  3  and  4  are  merely  continuations 
of  columns  1  and  2.  It  is  desirable  to  have  these  deeds  recorded,  as  the 
company  is  responsible  for  their  safe  custody  so  long  as  the  loan  may 
continue.  As  it  is  frequently  the  custom  to  allow  periodical  payments  to 
be  made  by  mortgagors,  any  amount  paid  off  in  this  manner  should  be 
entered  in  column  No.  4  "  Amount  Eepaid,"  and  the  date  in  the  previous 
column. 
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There  might  also  be  printed  ou  the  bottom  four  lines  of  page  1  in  the 
left-hand  corner  the  following  : — 

1.  Term  of  mortgage. 

2.  Kate  of  interest. 

3.  Dates  when  interest  payable. 

4.  Dates  when  principal  payable. 

Assurance  Company's  Policy  Register 

Although  it  is  quite  impossible  in  an  article  of  this  nature  to  include 
books  of  register  for  every  description  of  business  carried  on  by  companies, 
still,  as  there  are  so  many  companies  transacting  insurance  business  of 
various  classes,  it  may  be  useful  to  give  a  form  of  Life  Assurance  Company's 
Policy  Register,  and  a  Policy  Register  which  would  act  as  a  guide  for 
designing  a  register  to  suit  any  other  class  of  insurance. 

The  following  columns  are  suggested  for  the  Policy  Register  of  a  Life 
Assurance  Company : — 

1.  Number  and  date  of  policy. 

The  numbers  should  be  printed  leaving  space  for  from  four  to  six 
policies  on  a  page ;  this  leaves  room  for  the  date  of  the  policy  to  be  written 
underneath  the  number  without  requiring  a  separate  column. 

2.  Assured  and  life  assured. 

Here  should  be  entered  the  name  and  address  of  the  assured,  and  also, 
should  he  have  assured  a  life  other  than  his  own,  the  name  of  that  person 
and  his  address. 

3.  Term  of  policy  and  how  premium  payable. 

4.  Age  and  date  of  birth. 

5.  In  this  space,  which  should  occupy  the  rest  of  the  left-hand  folio, 
should  be  entered  particulars  of  the  sum  assured,  the  premium,  and  parti- 
culars of  any  bonus,  such  as  the  year  of  declaration,  its  cash  value,  its 
reversionary  value,  and  any  reduction  there  may  be  made  in  the  policy. 

6.  Endorsements. 

In  this  column  would  be  entered  particulars  of  any  special  conditions 
endorsed  on  the  policy. 

7.  Valuations. 

8.  Notices  affecting  title. 

9.  Agency. 
10.  Remarks. 

The  following  columns  would  be  applicable  to  a  register  for  any  other 
than  a  Life  Assurance  Company,  with  special  columns  added  to  suit  the 
particular  class  of  insurance  carried  on  by  the  company. 

1.  Number  of  policy. 

2.  Date  of  policy. 

3.  Name,  residence,  and  occupation  of  assured. 

4.  Sum  assured. 

5.  Annual  premium. 

6.  Date  when  premium  payable. 

7.  Agency. 

8.  Date  when  policy  lapsed  or  expired. 

9.  Notices  to  be  sent  to. 
10.  Remarks. 

Dividend  Book 

A  Dividend  Book  should  be  kept  by  every  company,  which  may  first 
of*  all  be  commenced  on  loose  sheets  of  paper,  and  when  completed  bound 
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up,  or  a  book  may  be  prepared  designed  to  last  a  certain  number  of  years, 
according  to  the  number  of  shareholders  in  the  company.  In  any  case 
the  following  ruling  can  be  adopted : — 

1.  Consecutive  number. 

2.  Folio  in  the  Eegister  of  Members  containing  the  name  of  the  share- 
holder. 

3.  Name  of  shareholder. 

4.  Address  of  shareholder. 

5.  Number  of  shares  or  amount  of  stock. 

6.  Total  dividend  payable. 

7.  Income  tax  thereon. 

8.  Net  amount  of  dividend  payable. 

9.  Eemarks. 

Care  should  be  taken  in  writing  up  this  list  where  the  shares  stand  in 
more  than  one  name,  and  the  Articles  of  Association  enact  that  the  dividend 
warrants  shall  be  signed  by  the  shareholder  whose  name  is  first  on  the  list. 
His  name  should  then  be  the  only  one  inserted.  In  the  case  of  executors 
or  trustees  the  company  should  have  the  requisite  authority  from  the 
joint  holders  to  whom  the  warrant  is  to  be  sent,  and  when  obtained,  the 
name  of  that  person  should  be  the  one  entered  in  the  Dividend  Book. 

Register  of  Directors  and  Managers 

A  Register  of  Directors  and  Managers  is  required  to  be  kept  for  com- 
panies registered  under  the  Companies  Act  1862,  as  confirmed  by  section 
20  of  the  Companies  Act  1900,  and  section  45  of  the  former  Act  enacts 
that  this  register  shall  contain  the  names,  addresses,  and  occupations  of  its 
directors  or  managers ;  and  it  further  enacts  that  a  copy  of  such  register 
shall  be  sent  to  the  Registrar  of  Joint -Stock  Companies,  who  shall  be 
notified  from  time  to  time  of  any  change  that  may  take  place  in  the 
directors  or  managers. 

By  section  46  every  director  or  manager  of  the  company  who  know- 
ingly or  wilfully  authorises  or  permits  default  in  complying  with  this 
section  incurs  a  penalty  not  exceeding  £5  for  every  day  during  which 
this  default  continues,  and  the  company  itself  may  be  fined  a  similar  sum. 

The  following  should  be  printed  either  at  the  top  of  each  page  or  across 
the  book : — 

"  Names,  addresses,  and  occupations  of  the  persons  who  are  the  Directors 
or  Managers  of  the  Company,  Limited,  on  the       day  of  190  ." 

There  should  be  three  columns  underneath,  headed  respectively — 

1.  Name. 

2.  Address. 

3.  Occupation. 

Whenever  a  change  takes  place  a  new  page  should  be  filled  up  so  that 
the  last  page  entered  up  in  the  book  complies  by  itself  with  the  require- 
ments of  the  Acts.  A  copy  of  the  last  page  should  be  annexed  to  the 
annual  return  immediately  after  the  list  of  members. 

Minute  Book 

The  directors'  Minute  Book,  if  properly  kept,  is  practically  a  record  of 
the  transactions  of  the  directors.  The  Minute  Book  is  compiled  from  what 
is  known  as  the  "Agenda,"  which  is  a  statement  laid  before  the  chair- 
man of  each  Board  meeting  of  the  business  proposed  to  be  transacted,  a 
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duplicate  being  in  the  hands  of  the  secretary.  On  both  these  agenda  the  two 
officials  record  their  own  notes  as  to  how  each  matter  has  been  dealt  with. 
After  the  meeting  the  secretary,  or  other  official  whose  duty  it  may  be, 
writes  up  the  Minute  Book,  which  should  always  commence  with  the  date 
of  the  meeting,  the  name  of  the  presiding  member  of  the  Board,  the  names 
of  the  other  directors  present,  the  secretary  and  any  other  officials  attend- 
ing the  Board,  and  the  presence  of  any  person  who  may  be  present  at  the 
Board,  or  attends  specially  at  the  request  of  the  directors,  such  as  the 
solicitor  or  engineer,  or  any  person  so  invited.  The  next  entry  in  the 
Minute  Book  should  record  the  fact  that  the  minutes  of  the  previous 
meeting  have  been  read,  and  either  signed  as  correct,  or  signed  with  any 
alterations  inserted  which  may  be  approved  by  the  Board,  when  the  chair- 
man has  asked  the  usual  question  if  they  approve  of  the  minutes  being 
signed  as  correct. 

It  may  not  be  out  of  place  here  to  mention,  that  although  the  word 
"  confirm  "  is  frequently  applied  to  minutes  of  a  previous  meeting  being 
"  approved  as  correct,"  the  term  is  not  strictly  accurate.  The  only  real 
question,  whatever  the  form  put  by  the  chairman  to  the  Board  may  be,  is 
as  to  whether  the  minutes  as  read  are  a  true  and  faithful  record  of  what 
actually  took  place  at  the  last  meeting.  The  chairman  does  not  ask  his 
co-directors  to  confirm  them,  as  no  confirmation  is  necessary,  and  in  fact 
there  is  no  power  to  alter  them  except  by  a  resolution  passed  at  a  sub- 
sequent meeting  absolutely  undoing  what  has  been  passed  at  the  meeting 
in  question. 

After  stating  that  the  minutes  of  the  previous  meeting  have  been 
signed,  either  with  or  without  alteration,  the  Minute  Book  should  then 
record  the  state  of  the  banking  account,  and  in  some  companies  the  amount 
of  its  investments,  while  some  companies  go  so  far  as  to  state  the  balance 
of  the  petty  cash  in  the  hands  of  the  cashier.  To  what  extent  details  of 
this  nature  are  entered  in  the  Minute  Book  depend  entirely  upon  the 
instructions  of  the  Board. 

There  should  then  follow  in  precise  form  notes  of  the  various  discus- 
sions which  have  terminated  in  resolutions,  which  have  been  either  passed  or 
rejected,  but  mere  conversation  which  does  not  result  in  a  resolution  should 
not  be  recorded  unless  it  is  deemed  of  sufficient  importance  to  depart  from 
the  usual  practice. 

Any  agreements  entered  into  by  the  directors  and  special  instructions 
given  by  the  directors  should  be  recorded  in  the  Minute  Book. 

In  the  case  of  a  new  company  the  allotment  of  its  shares  must  be  most 
carefully  entered,  as  must  also  any  further  allotments. 

In  many  companies  it  is  the  practice  to  keep  an  index  to  the  principal 
resolutions  passed,  and  this  practice  is  very  necessary  in  the  case  of  com- 
panies whose  minutes  are  voluminous. 

Where  the  business  of  the  company  is  of  sufficient  importance  to 
require  the  Board  being  divided  into  committees,  it  frequently  happens 
that  the  committees  keep  their  own  Minute  Book  or  Books. 

A  Minute  Book  should  also  be  kept  of  the  transactions  which  may  take 
place  at  the  meetings  of  the  shareholders.  In  the  case  of  companies 
registered  by  special  Acts  of  Parliament  it  is  the  practice  to  read 
these  minutes  to  the  following  meeting  of  shareholders,  but  it  is  not  the 
practice  in  the  case  of  companies  registered  under  the  Act  of  1862. 
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Directors'  Attendance  Book 


A  Directors'  Attendance  Book  should  be  kept  and  laid  before  the 
directors  at  each  Board  meeting  to  be  signed  by  those  present,  and  from 
this  book  the  directors'  attendances  will  be  taken  for  the  purpose  of  entering 
same  in  the  Minute  Book.  The  book  is  a  record  showing  how  the  directors 
attend  to  their  work,  and  is  useful  should  the  directors  divide  their  fees  in 
accordance  with  their  attendances,  as  the  necessary  statement  for  the 
division  of  the  fees  can  be  compiled  more  readily  from  the  Attendance 
Book  than  from  the  Minute  Book. 

Eegister  of  Probate  of  Wills  and  Confirmations 

A  Eegister  of  Probate  of  Wills  and  Confirmations  should  be  kept.  On 
the  death  of  every  shareholder,  before  the  shares  can  be  transferred  or 
dealt  with  in  any  way,  probate  of  the  will,  or  if  the  shareholder  has  died 
intestate,  letters  of  administration,  must  be  produced  at  the  offices  of  every 
company  in  which  he  is  a  shareholder.  The  probate  may  be  registered  at 
once,  or  be  left  with  the  company  a  reasonable  time,  such  as  twenty-four  or 
forty-eight  hours,  for  that  purpose. 

The  following  particulars  should  be  entered  in  the  register : — 

Date  on  which  the  probate  or  confirmation  is  left  at  the  office  of  the 
company. 

The  name,  residence,  and  occupation,  or  description  of  the  deceased 
shareholder. 

Distinctive  numbers  of  shares  held  by  him. 

Date  of  death. 

Date  of  will. 

Date  of  probate  or  confirmation. 

The  names,  residence,  and  occupation,  or  description  of  the  executors  or 
the  administrators. 

The  name  of  the  person  lodging  probate  or  confirmation. 

The  usual  signature  of  the  executors. 

Also  the  names  of  the  officials  of  the  company  examining  and  register- 
ing the  probate. 

Seal  Book 

A  Seal  Book  should  be  kept  in  which  should  be  entered  a  full  list  of  all 
agreements  and  other  documents  to  which  the  seal  of  the  company  is 
affixed.  In  the  case  of  companies  where  the  seal  is  only  affixed  occasion- 
ally to  documents,  the  sealing  of  such  documents  should  be  authorised  by 
a  minute,  and  the  director  who  affixes  the  seal  should  have  produced  to 
him  the  minute  authorising  his  sealing  of  the  documents. 

The  Seal  Book  should  be  ruled  in  columns  to  which  the  following 
headings  should  be  affixed  : — 

1.  Date  of  sealing. 

2.  Particulars  of  documents  sealed. 

3.  Initials  of  director  or  directors  sealing. 

4.  Kemarks. 

In  the  case  of  companies  transacting  a  business  which  requires  the 
affixing  of  the  seal  continually,  such  as  insurance  companies  whose  policies 
are  issued  under  seal,  then,  of  course,  it  is  not  necessary  for  authorisation 
to  be  given  by  the  Board  for  sealing  documents  of  this  nature,  but  the  seal 
should  never  be  affixed  to  a  policy  without  the  director  having  by  his  side 
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the  register  of  policies,  which  should  be  checked   by  hirn  at  the  time  of 
affixing  the  seal  to  each  policy. 

Agreement  Book 

An  Agreement  Book,  as  it  is  frequently  termed,  should  be  kept  by 
every  company.  It  may  be  kept  either  in  the  form  of  a  guard  book,  into 
which  copies  of  every  agreement  should  be  pasted,  or  as  a  book  into  which 
the  documents  may  be  copied.  In  either  case  the  book  should  commence 
with  a  print  of  the  Memorandum  and  Articles  of  Association.  It  is  also 
very  convenient  to  keep  in  a  book  of  this  nature  copies  of  powers  of  attorney 
and  special  instructions  given  to  officers,  and,  of  course,  all  agreements  with 
managing  directors,  managers,  secretary,  and  other  officers  of  the  company. 

Leaving  the  statistical  books  and  coming  now  to  the  books  of  account, 
it  was  explained  at  the  commencement  of  this  article  that  as  regards  the 
business  carried  on  by  a  company,  its  records  are  kept  in  precisely  the 
same  manner  as  are  the  accounts  of  firms  or  individuals  carrying  on  a 
similar  class  of  business.  Certain  entries,  however,  relating  to  the  capital 
accounts  must  be  referred  to. 

Journal 

In  the  case  of  a  new  company  this  book  should  commence  with  the 
entries  relating  to  the  allotment  of  capital.  The  first  entry  should  be 
debiting  the  "  application  and  allotment  account,"  and  crediting  "  share 
capital  account,"  being  the  amount  per  share  on  the  number  of  shares 
allotted  under  date  in  the  terms  of  the  prospectus,  the  particulars  for 
which  will  be  obtained  from  the  "  Application  for  Shares  and  Allotment 
Book."  It  is  a  very  convenient  plan  to  enter  below  the  above  entry  the 
name  of  every  shareholder  in  numerical  order,  stating  allotment  number., 
name,  number  of  shares  allotted,  amount  paid  thereon,  and  then  to  post 
from  these  particulars  into  the  Eegister  of  Members,  inserting  the  page  of 
the  register  in  the  posting  column,  which,  of  course,  with  this  exception,  is 
t<»  be  kept  entirely  for  the  pages  of  the  general  Ledgers  to  which  the  other 
i ifii is  will  be  posted. 

Later  on  would  be  a  Journal  entry  if  necessary,  debiting  "first  instal- 
ment account,"  and  crediting  "  share  capital  account "  for  the  amount  due 
on  the  date  specified  in  the  prospectus;  while  later  again  there  would  be, 
if  necessary,  an  entry  debiting  "  second  instalment  account,"  and  Crediting 
"  share  capital  account,"  according  to  the  terms  of  the  prospectus. 

In  a  similar  way  when  calls  are  made,  a  Journal  entry  should  be  made 
debiting  "first  call  account,"  "second  call  account,"  etc.,  and  crediting 
<:  share  capital  account." 

In  every  one  of  these  cases  it  will  be    found  a  convenient  plan  to 

follow  the  practice  recommended  above  in  connection  with  the  "application 

and  allotment  account,"  and  set  out  the  shareholders'  names  in  full  with 

the  amount  due  from  each,  and  inserting  in  the  Ledger  folio  column  the 

_»'S  in  the  Eegister  of  Members  when  posting  thereto. 

As  it  is  frequently  the  practice  for  persons  to  pay  calls  in  advance,  all 
such  should  be  credited  from  the  Cash  Book  to  a  "calls  in  advance 
account "  ;  there  should  subsequently  be  a  Journal  entry  debiting  this 
account,  and  crediting  either  the  "  first  instalment  account,"  or  whatever 
instalment  or  call  account  these  payments  were  made  in  advance  of. 
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The  narrative  underneath  the  heading  would  be  somewhat  as  follows  : — 

"  Being  cash  received  in  advance  in  respect  of  instalment  (or  call)  due 
this  day,  transferred  as  under." 

There  should  also  be  Journal  entries  relating  to  the  vendor,  so  as  to 
bring  into  the  Ledger  the  various  properties  and  assets  acquired  by  the 
company,  and  also  entries  relating  to  any  fully  or  partly  paid  shares  issued 
to  the  vendor  or  other  persons. 

The  vendor  must  be  credited,  and  "purchase  of  business,"  or  some 
similar  account,  debited  with  the  total  amount  the  vendor  is  entitled  to 
receive  according  to  the  prospectus  and  agreements  entered  into,  which 
will  be  binding  on  the  company  on  allotment,  while  the  vendor  must  be 
debited  and  "  share  capital  account "  credited  for  the  nominal  value  of  the 
shares  issued  as  fully  paid  up  under  these  contracts,  as  part  of  the  purchase 
consideration.  Should  some  of  the  consideration  money  be  issued  to 
nominees  of  the  vendor,  the  same  entry  should  be  made,  debiting  the 
vendor  and  crediting  "  share  capital  account,"  while  a  full  list  of  the 
nominees,  together  with  the  number  of  shares  issued  to  them,  should  be  set 
out,  from  which  the  holdings  can  be  posted  into  the  Eegister  of  Members, 
the  folio  of  the  register  being  inserted  in  the  Ledger  column  as  already  ex- 
plained when  dealing  with  the  allotments.  Later  on  Journal  entries  should 
be  made  closing  the  "  purchase  of  business  account,"  by  debiting  various 
impersonal  accounts,  such  as  "  freehold  property,"  "  leasehold  property," 
"  goodwill,"  "  plant  and  machinery,"  "  furniture  and  fixtures,"  "  stock-in- 
trade,"  etc.,  according  to  the  nature  of  the  business. 

Cash  Book 

In  the  case  of  a  new  company  whose  capital  is  divided  into  shares,  the 
first  entries  in  the  Cash  Book  will  be  those  relating  to  the  money  received 
with  the  applications  for  shares  ;  these  entries  should  be  written  up  in 
.connection  with  the  Bankers'  Pass  Book,  and  should,  where  possible,  follow 
the  same  order. 

The  first  entry  should  be  under  the  heading  of  "  application  and  allot- 
ment account,"  while  underneath  should  be  entered  in  the  inner  cash 
column  the  name  of  each  applicant  from  the  Pass  Book,  agreeing  each 
name  with  the  application  form,  together  with  the  number  of  shares 
applied  for. 

The  total  amount  received  during  the  day  should  be  added  up  and 
placed  in  the  outer  column,  which  total  should  ultimately  be  posted  to  the 
■credit  of  the  "  application  and  allotment  account "  in  the  Ledger,  the 
Ledger  folio  being  placed  opposite  this  total,  while  in  the  posting  folio 
■column  should  be  inserted  the  page  of  the  Register  of  Members,  to  which 
the  individual  amounts  should  be  posted  to  the  credit  of  each  shareholder. 

In  the  case  of  those  persons  to  whom  no  allotment  is  made,  cheques 
have  to  be  drawn  repaying  them  the  total  amount  received,  and  which  will 
therefore  be  entered  in  the  Cash  Book  on  the  payment  or  credit  side  under 
the  "  application  and  allotment  account."  There  is  no  necessity  to  post 
any  of  these  entries  into  the  Register  of  Members,  and  in  the  Cash  Book 
posting  columns  need  only  be  written  "  Contra,  Cash  Book  folio  .  .  ." 

In  the  same  way  should  be  entered  up  the  amounts  paid  on  the  various 
instalments  or  calls  and  calls  in  advance. 

These  appear  to  be  the  only  entries  requiring  special  reference  in 
•connection  with  the  book-keeping  of  companies,  as  the  other  entries  would 
be  of  a  nature  applicable  to  cash  books  of  other  concerns  carrying  on  a 
similar  business. 
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It  may,  however,  be  useful  to  give  a  form  of  Cash  Book  applicable  to  a 
building  society,  and  which  can  also  be  made  applicable  to  other  societies 
of  a  somewhat  similar  nature,  by  a  slight  alteration  in  the  columns. 

On  the  receipt  side  the  columns  might  be  as  follows : — 

1.  Date. 

2.  Received  from,  or  nature  of  receipt. 

3.  Ledger  folio. 

4.  Bents  received  from  property  in  hand. 

5.  Repayments  of  advances  and  interest. 

6.  Repayments  of  temporary  advances  and  interest. 

7.  Entrance  and  transfer  fees. 

8.  Sundry  receipts. 

9.  Total  receipt. 
10.  Raid  to  bankers. 

A  separate  cash  book  is  usually  kept  for  subscriptions  in  respect  of 
shares ;  if  not,  an  additional  column  must  be  added  to  the  Cash  Book. 
While  on  the  payment  side  the  columns  might  be — 

1.  Date. 

2.  Paid  to,  or  nature  of  payment. 

3.  Ledger  folio. 

4.  Advances. 

5.  Temporary  advances. 

6.  Withdrawals  of  investing  shares. 

7.  Ground  rents,  repairs,  rates  and  taxes  of  properties  in  hand. 

8.  Sundries. 

9.  Voucher  number. 

10.  Drawn  from  bankers. 

On  both  sides  of  the  Cash  Book,  in  posting  to  the  Ledger,  the  folio  would 
be  placed  in  the  Ledger  folio  columns  against  the  personal  account ;  while 
the  columns  would  be  added  up  monthly,  oftener,  or  not  so  often,  according 
to  the  business  transacted,  and  posted  direct  to  the  impersonal  accounts 
indicated  by  the  headings  to  the  columns,  or  else  passed  through  the 
Journal  and  posted  therefrom.  In  any  case  the  receipts  and  payments  in 
the  two  sundries  columns  (No.  8)  would  have  to  be  journalised  before  being 
posted,  or  else  posted  from  a  summary  written  in  the  Cash  Book  after  the 
monthly  or  other  totals  have  been  ruled  off. 

Ledger 

It  follows,  as  a  natural  result  of  what  has  been  stated  in  connection 
with  the  Journal  and  Cash  Book,  that  the  Ledger  entries  of  a  new  com- 
pany must  necessarily  contain  the  accounts,  to  which  have  to  be  posted  the 
entries  from  the  Journal  and  Cash  Book  already  referred  to. 

Following  the  system  advocated,  the  special  Ledger  headings  would  be 
as  follows : — 

Application  and  allotment  of  shares  account. 

First  instalment  account. 

Other  (if  any)  instalment  accounts. 

First  call  account. 

Other  (if  any)  call  accounts. 

Share  capital  account. 

Vendor  (under  his  own  name). 

Purchase  of  business. 

Freehold  property. 
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Leasehold  property. 

Goodwill. 

Plant  and  machinery. 

Furniture  and  fixtures. 

Stock-in-trade. 

It  is  most  advisable  that  the  purchase  money  be  divided  into  separate 
accounts  for  the  purpose  of  arriving  at  the  proper  amount  to  be  charged 
for  depreciation  when  preparing  the  first  Profit  and  Loss  Account  of  the 
company.  Francis  W.  Pixley. 

Compensation  is,  in  Scots  law,  the  term  for  the  rule  of  law 
whereby  two  parties  who  are  mutually  debtors  and  creditors  are  entitled 
to  have  their  respective  debts  against  each  other  set  off  the  one  against  the 
other — thus  extinguishing  the  same  if  equal,  and,  if  unequal,  leaving  the 
balance  due  by  the  one  to  the  other.  In  England  the  doctrine  is  known 
as  "set-off,"  and  in  Scotland  as  "compensation."  In  both  countries 
it  has  been  established  and  regulated  by  statute,  and  has  no  place  in 
common  law.  In  Scotland  the  doctrine  seems  to  have  been  introduced  so 
early  as  1592,  c.  141,  but  the  extension  of  the  law  and  the  procedure  rela- 
tive thereto  has  not  kept  pace  with  the  statutory  reforms  in  England,  the 
application  of  the  doctrine  being  still  hampered  by  useless  restrictions  and 
distinctions.  The  chief  of  these  are  (1)  that  the  debts  must  be  of  the  same 
nature — an  obligation  to  deliver  goods  cannot  be  set-off  against  an  obliga- 
tion to  pay  money.  (2)  The  debts  must  be  both  due.  Compensation  cannot 
be  pleaded  in  the  case  of  a  future  or  contingent  debt  against  one  due  at 
present.  (3)  The  debts  must  be  both  liquid ;  but  if  one  of  the  parties  be 
bankrupt,  the  other  may  plead  compensation  in  respect  of  a  debt  payable, 
but  to  become  due.  (4)  That  each  party  be  debtor  and  creditor  in  his  own 
right  and  at  the  same  time.  Thus  a  purchaser  cannot  plead  compensation 
in  respect  of  a  debt  due  to  him  by  a  factor,  agent,  or  broker,  where  the 
principal  is  disclosed  to  him,  or  where  he  knows  a  party  is  acting  as  factor, 
agent,  or  broker,  though  the  principal  be  not  disclosed.  (5)  The  general 
rule  is  that  compensation  is  not  pleadable  between  company  debts  and 
debts  due  by  the  partners ;  but  a  company  sued  for  a  debt  by  a  person  who 
is  debtor  of  one  of  the  partners  may  arrange  with  that  partner  to  satisfy 
the  company's  debt  by  his  debt,  but  this  cannot  be  done  after  bankruptcy. 
Where  a  debt  due  by  a  company  is  demanded  from  an  individual  partner, 
or  where  the  company  has  been  dissolved  or  become  bankrupt,  that  partner 
may  set  off  the  debt  due  to  him  against  the  company's  debt.  (6)  Compen- 
sation may  be  pleaded  not  only  by  the  principal  debtor,  but  by  any  one 
having  sufficient  interest  in  extinguishing  the  debt  claimed — as  a  cautioner 
or  a  competing  creditor.  But  compensation  cannot  be  pleaded  where  there 
is  specific  appropriation — as  in  deposit,  money  specifically  given  to  meet 
certain  debts,  bills,  or  obligations,  bills  sent  for  discount  or  payment,  ali- 
mentary obligations,  and  similar  cases.  Further,  compensation  must  be 
pleaded  and  sustained  before  decree  passes  (Bell's  Com.  ii.  131 ;  Bell's  Prin. 
sees.  572-575).  Jas.  Campbell  Irons. 

Compensation  to  Workmen.— By  the  Workmen's  Com- 
pensation Acts  of  1897  and  1900,  a  new  and  very  extensive  system  of 
compensation  has  been  introduced,  whereby  employers  are  held  liable  for 
all  accidents  or  personal  injuries  happening  to  workmen  in  certain  specified 
employments  during  the  course  of  their  employment,  though  these  may  not  be 
the  result  of  any  negligence  or  other  unlawful  act  of  the  employer  or  those 
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tor  whom  he  is  responsible,  provided  only  that  they  are  not  caused  by  the 
serious  and  wilful  misconduct  of  the  workman  injured.  The  employer  is 
not  liable,  however,  unless  the  injury  disables  the  workman  for  a  period  of 
at  least  two  weeks  from  receiving  full  wages  at  the  work  at  which  he  was 
employed  (sec.  1,  subsec.  2). 

The  amount  of  compensation  payable  is,  when  death  results  from  the 
injury,  (1)  when  there  are  dependants  wholly  dependent  on  the  earnings  of 
the  deceased,  a  sum  equal  to  his  earnings  during  the  three  years  preceding 
the  injury,  or  £150,  whichever  sum  is  the  larger,  but  not  exceeding  in  any 
case  £300.  But  if  the  workman  has  not  been  in  the  employment  of  the 
same  employer  during  the  three  years  preceding  the  injury,  then  the 
amount  of  the  compensation  is  a  sum  equal  to  156  times  his  average  weekly 
earnings  during  the  period  of  his  actual  employment  by  the  same  employer, 
or  £150,  whichever  sum  is  the  larger.  (2)  When  the  workman  leaves  any 
dependants  in  part  dependent  on  his  earnings,  the  amount  of  compensation 
is  a  sum  not  exceeding  in  any  case  the  amount  payable  under  the  foregoing 
provisions,  as  may  be  agreed  on,  or,  in  default  of  agreement,  may  be  deter- 
mined on  arbitration  under  the  Act  to  be  reasonable  and  proportional  to 
the  injury  to  the  said  dependants  (sec.  1,  subsec.  (1)  ).  In  no  case  can  it 
exceed  £300,  no  matter  how  many  dependants  there  may  be,  and  the 
amount  which  an  arbiter  awards  may  be  distributed  among  them  as  he 
may  direct. 

When  a  workman  leaves  dependants  wholly  dependent,  and  compensa- 
tion is  paid  to  such  under  Schedule  I.  (1),  (a),  (i.)}  the  employer  is  not 
liable  for  more.  An  important  question,  however,  arises  whether,  if  a  work- 
man leaves  dependants  wholly  dependent  upon  him  under  Schedule  I.  (1), 
(a),  (i.),  and  also  leaves  dependants  partly  dependent  upon  him  under 
Schedule  T.  (1),  (a),  (ii.),  the  latter  are  entitled  to  any  share  of  the  compen- 
sation awarded  under  the  first  branch  of  the  schedule.  Put  briefly,  the 
question  is,  if  the  workman  leave  a  dependant  wholly  dependent  upon  him, 
does  his  or  her  claim  entirely  exclude  the  claim  of  one  partly  dependent  ? 
In  Scotland  it  has  been  decided  that  it  does  (Fagan  v.  Murdoch,  36  S.L.K. 
921).  The  Court  there  held  that  the  claim  of  a  person  in  part  dependent 
on  a  deceased  workman  is  excluded  by  the  fact  of  his  leaving  a  dependant 
wholly  dependent  on  him. 

If  the  workman  does  not  leave  any  dependants,  then  the  amount  of 
compensation  payable  is  the  reasonable  expenses  of  his  medical  attendance 
and  burial  not  exceeding  £10. 

Where  total  or  partial  incapacity  for  work  results  from  injury,  the 
injured  workman  is  entitled  to  a  weekly  payment  during  the  incapacity 
after  the  second  week,  not  exceeding  50  per  cent  of  his  average  weekly 
earnings  during  the  previous  twelve  months,  if  he  has  been  so  long  em- 
ployed ;  but  if  not,  then  for  any  less  period  during  which  he  has  been  in  the 
employment  of  the  same  employer,  such  weekly  payment  not  exceeding  £1. 

Parties  may  settle  by  agreement  (1)  the  amount  of  compensation  to  be 
paid  subject  to  Schedule  I. ;  (2)  the  review  of  weekly  payments ;  (3)  the 
redemption  of  weekly  payments;  (4)  the  amount  of  compensation  to  be 
paid  to  partial  dependants ;  (5)  the  distribution  of  compensation  among 
dependants. 

If  not  settled  by  agreement,  then  such  questions  must,  subject  to  the 
provisions  of  the  first  schedule,  be  settled  by  arbitration  in  accordance  with 
the  second  schedule. 

The  following  are  the  questions  which  most  commonly  arise :  (1)  Is  the 
employment  one  to  which  the  Act  applies  ?     (2)  Is  the  applicant  a  work- 
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man  within  the  meaning  of  the  Act  ?  (3)  Did  the  accident  arise  out  of 
and  in  the  course  of  his  employment  ?  (4)  Was  the  injury  caused  by  the 
serious  and  wilful  misconduct  of  the  workman  ?  (5)  The  amount  and 
duration  of  compensation.  (6)  Who  are  dependants,  and  were  they  wholly 
or  partially  dependent  upon  the  earnings  of  the  deceased.  (7)  Has  the 
employer  already  paid  compensation  ?  (8)  Has  the  workman  already 
recovered  damages  in  respect  of  the  injury  ?     (9)  The  revision  of  awards. 

(10)  The  redemption  of  weekly  payments  by  payments  of  a  lump  sum. 

(11)  Whether  a  contractor  is  liable  to  indemnify  an  undertaker  where  both 
are  made  respondent.  (12)  By  consent,  questions  as  to  the  liability  of 
any  third  party  to  indemnify  the  undertaker.  (13)  Whether  the  procedure 
has  been  correct.  (14)  What  were  the  average  weekly  earnings  of  the 
workman  ?  Jas.  Campbell  Ieoxs. 

Compensation    for    Compulsory     Removal.— In 

many  cases  private  rights  or  interests  must  give  way  to  what  is  regarded 
as  necessary  for  the  general  public  benefit,  but  only,  as  a  general  rule,  on 
condition  that  the  private  person,  whose  rights  or  interests  are  so  taken,  or 
of  which  he  is  deprived,  shall  be  fully  compensated  for  the  loss  he  thereby 
sustains.  This  doctrine  is  to  be  found  in  one  form  or  another  in  the  laws 
of  all  civilised  countries.  In  this  country  it  receives  its  fullest  illustra- 
tions where  the  Government  requires  to  take  lands  or  other  interests  for 
purposes  of  national  defence  or  other  military  purposes,  where  public  bodies 
require  to  do  so  for  the  purpose  of  providing  water  for  the  community, 
drainage  for  sanitary  objects,  supplying  gas  or  electricity  for  purposes  of 
lighting,  and  where  railway  companies  require  to  take  land  or  property  for 
the  purpose  of  laying  down  their  lines  and  the  general  execution  of  their 
works,  as  well  as  many  other  undertakings  of  a  more  or  less  public  nature. 
In  all  such  cases,  and  in  general  wherever  such  exceptional  powers  are  con- 
ferred by  the  Legislature  upon  promoters  undertaking  such  or  similar 
schemes,  this  is  invariably  accompanied  by  a  stipulation  that  the  owner 
who  is  deprived  of  his  land  or  other  right  or  interest  shall  be  fully 
indemnified  for  the  loss  he  thereby  sustains.  The  sum  he  thus  receives  is 
termed  compensation.  The  law  in  England  and  Scotland  on  this  subject 
was  codified  in  The  Lands  Clauses  Consolidation  Acts  in  1845,  at  which 
time  also  similar  statutes  were  passed  for  railway  companies,  harbours,  docks 
and  piers, and  companies  generally,  and  these  have,  with  comparatively  trifling 
amendments,  remained  the  foundation  of  the  law  on  the  subject  ever  since. 

The  parties  may  agree  as  to  the  compensation  payable  in  the  circum- 
stances ;  but  where  they  fail  to  agree,  if  the  sum  claimed  or  disputed  does 
not  exceed  £50,  it  is  to  be  settled,  in  England  by  the  Justices,  and  in  Scot- 
land by  the  Sheriff.  Where  such  sum  exceeds  £50  the  compensation  must 
either  be  settled  by  arbitration  or  by  a  jury. 

In  the  case  of  parties  absent  from  the  country  or  under  disability,  the 
amount  of  compensation  payable  is  determined  by  a  valuator  appointed  by 
the  Court ;  but  if  the  owner  be  dissatisfied  he  may  require  the  amount  of 
compensation  to  be  submitted  to  arbitration. 

Compensation. is  in  general  payable  in  respect  of  (1)  land  and  buildings 
taken  for  the  undertakings,  or  any  interest  therein,  and  (2)  damages  sus- 
tained through  the  execution  of  undertaking.  Compensation  is  also  pay- 
able in  certain  circumstances  in  respect  of  injurious  affection.  The  various 
elements  of  compensation  are  too  numerous  to  detail,  and  reference  must  be 
made  as  to  these  to  the  treatises  on  arbitration  and  compensation  in  England 
and  Scotland,  the  questions  arising  in  regard  thereto  being  generally  legal. 
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In  regard  to  subjects  injuriously  affected  there  is  an  important  distinc- 
tion in  the  law  hot  ween  England  and  Scotland.  In  Scotland  under  the 
hands  Clauses  Act  compensation  can  only  be  given  for  land  injuriously 
affected  where  land  is  actually  taken,  whereas  in  England  compensation  is 
payable  in  respect  of  such  injurious  affection  whether  land  be  taken  or  not. 
This  distinction  is  anomalous  and  unjust  to  Scotland,  but  its  application  is 
restricted  to  cases  purely  under  the  Lands  Clauses  Act,  the  rule  not  apply- 
ing to  cases  under  the  Railways  Clauses  Act  and  similar  Acts,  as  well  as 
Acts  which  contain  a  clause  analogous  to  the  68th  section  of  the  English 
Lands  Clauses  Act. 

Accountants  are  frequently  consulted  as  to  details  in  the  making  up  and 
training  of  the  claim  to  be  made  under  the  Lands  Clauses  Act.  In  doing 
this  it  must  be  kept  in  view,  in  the  first  place,  that  the  claim  must  embrace 
the  entire  compensation  which  the  owner  is  to  get  for  the  right  or  interest 
which  he  is  ceding  or  being  deprived  of.  No  second  claim  will  be  allowed, 
unless  perhaps  where  the  cause  of  the  second  claim  could  not  possibly  be 
foreseen  when  the  first  was  made.  In  the  second  place,  the  claim  must  be 
one  for  money,  and  of  a  fixed  or  definite  amount.  No  claims  of  easements, 
servitudes,  burdens,  or  works  of  any  kind  can  be  entertained.  A  claim 
will  not  be  entertained  for  an  annual  payment  nor  for  any  payment  of  a 
periodical  or  instalment  character.  The  claim,  though  made  up  of  several 
items,  may  be  stated  as  one  slump  sum  without  allocating  the  specific 
amounts  to  the  respective  heads  thereof. 

Further,  in  making  up  the  claim  it  should  be  kept  in  view  that  it 
is  the  value  of  the  land  or  other  interest  to  the  oivner  that  he  has  a 
right  to  get  as  compensation.  It  is  not  merely  what  is  termed  t'he 
"  market  value  "  or  a  fair  price,  but  the  value  to  the  owner.  This  then 
includes  all  the  "  potentialities  "  of  the  land,  present  and  prospective.  That 
Lb  to  say,  that  if  in  the  case  of  say  agricultural  land  it  can  be  shown 
that  there  is  a  probability  of  its  being  within  a  reasonable  time  utilised  for 
building  or  other  purposes,  which  would  enhance  its  value,  the  owner  is 
entitled  to  the  increased  value.  In  a  few  cases  also  where  the  land  was 
specially  adapted  for  any  particular  purpose,  e.g.  for  a  reservoir,  erection  of 
mills,  etc.,  the  owner  has  been  held  entitled  to  get  an  enhanced  value  on 
that  account.  It  is,  therefore,  of  the  greatest  consequence  to  consider 
carefully  all  elements  which  may  increase  the  present  value  in  framing 
the  claim.  In  no  case,  howTever,  is  the  claimant  entitled  to  get  compensation 
on  the  basis  of  its  value  to  the  undertaker,  nor,  on  the  other  hand,  can  the 
undertaker  or  promoter  plead  in  mitigation  of  the  compensation  that  his 
undertaking  will  benefit  the  owner's  remaining  land.  This  latter  plea,  well 
known  as  "  betterment,"  has,  howrever,  in  some  instances  been  given  effect  to 
in  England  by  statute,  and  it  is  recognised  in  certain  colonies. 

In  framing  the  claim,  agricultural  or  pastoral  land  may  in  England  be 
<•■  >inputed  at  thirty  years'  purchase,  with  25  per  cent  added,  and  in  Scotland 
at  the  same  number  of  years'  purchase,  with  50  per  cent  added  in  respect 
of  compulsory  purchase.  It  is  difficult  to  account  for  the  difference  in  the 
Percentage  added  in  respect  of  compulsory  purchase  between  the  two 
countries,  but  there  is  no  doubt  as  to  the  practice.  Scotland  has  followed 
the  rule  laid  down  by  the  Wharncliffe  Commission,  and  it  is  generally 
understood  that  the  difference  is  practically  remedied  by  a  higher  rate 
being  generally  allowed  for  compensation  in  England  than  in  Scotland — 
the  difference  in  the  incidence  of  taxation  in  the  two  countries  warranting 
this  to  a  certain  extent. 

If  the  ground  be  likely  to  be  taken  up  within  a  reasonable  time  for 
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building  or  feuing,  this  opens  a  wide  field  for  difference  of  opinion.  If 
the  ground  be  actually  in  the  market  and  "  ripe  "  for  building  on,  the  rate 
runs  from  20  to  30  years'  capitalised  value  of  the  ground  rent  or  feu  duty 
obtainable  for  the  ground  according  to  the  value  of  the  subjects  likely  to 
be  erected  on  the  ground,  and  the  security  which  will  be  afforded  for  the 
payment  thereof.  If  it  be  not  in  such  a  state,  then  the  capitalised  value 
may  be  taken  at  about  20  years'  purchase.  In  both  cases  such  number 
of  years'  rent  must  be  discounted  therefrom  as  it  may  be  fairly  estimated 
will  elapse  before  the  ground  is  covered  with  buildings. 

The  calculations  are  generally  made  on  the  recognised  tables,  and  in  the 
case  of  freehold  agricultural  land  in  England  it  is  generally  on  the  3  per 
cent  table,  and  in  Scotland  the  same ;  for  freeholds  generally  on  the  5 
per  cent  table  at  from  20  to  33  years'  purchase,  freehold  ground  rents 
4  per  cent  table,  or  at  from  25  to  33  years'  purchase ;  leasehold  land  on 
the  5  per  cent  table,  leaseholds  generally  on  the  6  per  cent  table,  and 
life  estates  on  the  5  per  cent  table.  These  may  be  taken  as  the 
general  or  average  rates,  liable,  however,  to  variation  according  to  circum- 
stances. In  Scotland  the  practice  may  be  stated  generally  to  be  somewhat 
similar. 

In  the  earlier  days  of  public  undertakings  the  promoters  were  frequently 
made  to  pay  fancy  prices  for  the  rights  or  interests  taken.  In  modern 
times  more  reasonable  views  prevail,  but  in  some  instances  a  sort  of 
established  usage  has  arisen  which  sometimes  works  out  great  injustice  to 
claimants.  For  example,  it  has  come  to  be  almost  a  recognised  "  rule  " 
among  arbiters,  that  in  all  cases  where  land  available  for  building  is  taken, 
if  the  ground  rent  is  not  actually  secured,  20  years'  purchase  of  the  esti- 
mated ground  rent  shall  only  be  allowed.  Unquestionably,  in  many  cases 
this  may  be  a  fair  enough  compensation,  but  when  it  is  made  a  "  hard 
and  fast  rule  "  it  may  lead  to  manifest  injustice  being  done  to  a  claimant. 

Without  doubt  when  an  agreement  for  building  or  leasing  has  been 
completed,  this  is  evidence  that  the  value  has  become  real  and  no  longer 
merely  speculative,  and  although  the  ground  rent  may  not  be  actually 
secured  by  buildings  being  erected  on  the  ground,  it  is  certainly  worth 
more  than  20  years'  purchase.  And  even  although  there  may  not  be  such 
an  agreement  actually  concluded,  there  may  be  such  circumstances  demon- 
strable or  fairly  to  be  inferred  as  to  show  that  the  ground  is  really  ripe 
for  building  or  leasing,  and  in  actual  demand  for  this  purpose,  and  thus 
may  justly  entitle  a  claimant  to  more  than  20  years'  purchase. 

There  are  practically  only  two  methods  for  finding  the  value  of  land 
for  compensation.  The  one  is  to  find  the  letting  or  selling  value  in 
the  neighbourhood,  and  where  a  sufficient  number  of  similar  cases  can  be 
got  a  fair  value  can  be  arrived  at.  Another  method  is  to  ascertain  the 
letting  value  of  buildings  when  erected  on  the  ground,  and  after  making  all 
necessary  deductions,  the  residue  taken  at  the  appropriate  number  of  years' 
purchase  will  give  the  value  of  the  ground. 

Thus,  assume  that : — 

Buildings  yield  a  gross  rent  of  ...  £1500 

Cost  of  buildings  say  .  .  .        £10,000 

Builder's  profit,  say  7  per  cent  .  .  .  £700 

Rates,  taxes,  insurance,  one-fifth  .  .  300 

1000 

Letting  value  of  ground  .  £500 

Many  variations  may  occur  owing  to  nature  of  buildings,  locality,  rate 
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of  taxation,  etc.,  but  this  is  a  very  common  method  of  valuing  for  compen- 
sation in  England. 

It  is  generally  assumed,  in  valuing  freehold  house  property,  that  after 
ascertaining  its  net  value  this  should  be  capitalised  upon  the  5  per  cent 
table,  equivalent  to  20  years'  purchase.  A  house  thus  yielding  a  net 
rental  of  £100,  say  for  a  period  of  21  years  without  deduction,  would  be 
worth  £2000,  and  the  claim  in  respect  thereof  might  be  stated  thus : — 

Freehold  House  and  Land 

Value  of  house  £75,  and  land  £25 — net  rent     .  .  .  £100 

At  5  per  cent,  or  20  years'  purchase       .  .  .  .  20 


£2000 
Add  10  per  cent  for  compulsory  sale       .  .  .  200 

Expense  of  removal,  deterioration  of  fittings,  etc.  .  .  60 


£2260 


But  suppose  that  the  building  be  an  old  one,  and  that  it  may  either 
require  considerable  repair  or  restoration  during  the  next  21  years,  then 
much  modification  is  necessary.     Thus  : — 

Annual  value  for  21  years  at  £100  per  5  per  cent  table 

gives  12-82  years'  purchase  .  .  .  £1282      0     0 

Add  value  of  ground  rent  of  £25  at  expiry  of  21  years 
per  4  per  cent  table,  25x25  =  £625 

Less  21  years'  discount  thereon  on  4  per  cent  table,  -438, 

i.e.  £625  x  -438=  .  .  .  .  273   15      0 


Showing  a  total  of  £155515      0 

With  10  per  cent  for  compulsory  sale  and  sum  for  deterioration  added. 

Or  another  method  of  stating  the  claim  more  favourable  to  the  claimant 
may  be  adopted — 

Value  of  land  in  fee  £25  x  25  years'  purchase     .  .  £625      0     0 

Annual  value  for  21  years  of  £100,  but  as  this  includes 
ground  rent  for  that  period,  deduct  £25  from  £100 
=  £75,  as  21  years  on  5  per  cent  table  gives  12-82 
purchase    .  .  .  .  .  961      8     0 


£1586     8     0 
With  10  per  cent  for  compulsory  sale  and  sum  for  deterioration  added. 

The  chief  difficulty  in  the  foregoing  cases  is  upon  what  basis  the 
ground  rent  shall  be  capitalised,  i.e.  whether  the  4  per  cent,  or  25  years' 
purchase,  or  more  or  less ;  4  per  cent  seems  the  general  practice,  but  many 
valuators  think,  and  with  reason,  that  the  minimum  should  be  25  years, 
and  28  to  30  years  the  maximum. 

In  Scotland  a  somewhat  similar  difficulty  arises,  and  it  is  treated  in 
different  ways  in  Edinburgh  and  Glasgow  respectively ;  in  the  former  the 
feu-duty  or  ground  rent  is  deducted  from  the  gross  rental,  and  the  balance 
capitalised  at  so  many  years'  purchase,  while  in  the  latter  the  gross  rental 
is  capitalised,  and  the  feu-duty  or  ground  rent  capitalised  at  a  higher  rate 
is  then  deducted. 
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An  expert  gives  the  following  illustration : — Tenement  with  a  gross 
rental  of  £1000  ;  feu-duty,  £50. 

An  Edinburgh  valuer  would  capitalise  the  net  rental  at  20  years' 
purchase— (1000  -  50)  x  20  =  £19,000. 

If  a  Glasgow  valuer  were  to  deduct  the  value  of  the  feu-duty  capitalised 
at  30  years'  purchase,  he  might  arrive  at  the  same  result  by  capitalising 
the  gross  rental  at  20^  years  thus  :— 1000  x  20£  -  50  x  30  =  20,500  -  1500 
=  £19,000.  But  if  the  feu-duty  be  £150,  the  valuation  by  the  first  method 
is  £17,000  :  (1000  -  150)  x  20  =  £17,000.  But  by  the  second  method  it  is 
only  £16,000  :  1000  x  20J  -  150  x  30  =  20,500  -  4500  =  £16,000. 

Residences  in  country  districts  are  very  difficult  to  value,  so  many 
elements  enter  into  the  consideration.  Where  they  are  situated  far  from 
cities  or  towns,  and  at  a  distance  from  railway  or  other  communication, 
they  can  often  be  bought  at  much  less  than  the  cost  of  building.  Yet 
it  has  to  be  kept  in  view  that  it  is  the  value  to  the  owner  which  forms 
the  criterion  in  compensation  cases.  If  this,  however,  was  to  be  the  sole 
test,  it  would  in  many  cases,  especially  in  mansions,  reach  to  a  very  large 
sum.  In  old  mansions  or  gentlemen's  country  seats  the  cost  may  not 
bear  any  reasonable  proportion  to  the  actual  value,  as  the  existing  state  of 
the  buildings  and  surrounding  gardens  and  policies  may  be  the  result  of 
the  accumulated  expenditure  of  many  generations.  In  such  cases  no 
absolute  criterion  exists,  and  no  rigid  rule  can  be  laid  down ;  so  much 
depends  on  situation,  the  prospect  and  aspect  thereof,  the  attractiveness  or 
otherwise  of  the  neighbourhood  generally,  the  salubrity  of  the  climate, 
scenery,  sporting  facilities,  and  such  considerations.  Again,  the  state  of 
the  house  and  buildings,  the  architectural  features  thereof,  and  suitability 
to  situation — the  internal  arrangements,  whether  planned  and  executed 
with  a  due  regard  to  efficient  and  convenient  working  of  domestic  arrange- 
ments. The  age  as  well  as  the  construction  of  the  buildings :  whether 
cemented  or  asphalted  in  underground  parts,  whether  walls  properly 
strapped,  whether  buildings  properly  ventilated  and  erected  at  a  sufficient 
level  above  ground.  Likewise,  a  most  important  matter  nowadays,  whether 
the  water-supply  be  sufficient  and  of  good  quality,  and  drainage  efficient, 
with  adequate  level  for  proper  discharge.  All  these  elements,  as  well  as 
many  others,  enter  into  a  computation  of  the  proper  value  or  compensation 
to  be  paid  for  country  residences.  The  situation  and  suitability  of  the 
lodge,  offices,  stables,  gardens,  conservatories,  with  any  fishing  or  shooting 
rights,  extent  and  character  of  the  policies  and  timber,  and  such  like 
considerations,  also  affect  the  value. 

A  most  important  element  is  the  communication  with  adjoining  cities 
or  towns,  whether  near  a  railway,  telegraph,  and  postal  facilities,  or  whether 
a  railway  is  likely  to  be  constructed  near  by.  Mr.  Trist  says :  "  Residential 
estates  brought  by  railway  facilities  within  easy  access  of  the  metropolis 
or  other  large  cities  and  important  manufacturing  towns  may  be  increased 
probably  in  value  20  per  cent.  In  agricultural  estates,  taken  simply  as 
investments,  an  increase  of  5  to  10  per  cent  would  be  nearer  the  mark, 
whilst  in  special  properties  in  favoured  districts,  with  building  capabilities, 
the  advantages  are  almost  incalculable,  and  in  numerous  instances  could 
be  proved  to  have  increased  50  per  cent,  and  at  times  more  than  doubled 
in  value  by  being  in  close  proximity  to  the  station." 

Town  Residences. — The  value  of  residences  in  and  around  towns  is,  as  a 
general  rule,  more  easily  ascertained.  It  is  true  that  detached  mansions 
and  large  detached  villas  in  the  immediate  neighbourhood  of  large  towns 
are  more,  like  country  residences,  difficult  to  value  in  respect  of  there  being 
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generally  nothing  exactly  similar  let  or  sold  to  compare  them  with,  but 
still,  as  a  general  rule,  there  are  illustrations  sufficiently  analogous  to  warrant 
a  fair  inference  as  to  their  value.  Where  the  dwelling-house  in  respect  of 
which  compensation  is  to  be  paid  forms  one  of  a  terrace,  then  the  neigh- 
bouring houses  form  a  very  good  criterion.  In  England  such  houses  of  a 
substantial  nature  erected  on  freehold  ground  should  yield  from  4  to  6  per 
cent  of  a  return,  and  run  from  16  to  25  years'  purchase,  while  those  of  an 
inferior  class  and  lower  rented  should  yield  from  7  to  9  per  cent,  and  run 
from  11  to  14  years'  purchase.  In  Scotland  the  first  class  is  only  expected 
to  yield  from  about  3  J  to  5  per  cent,  and  run  from  18  to  22  years'  pur- 
chase, while  those  of  the  second  class  should  yield  from  4  to  6  or  6J  per 
cent,  and  run  from  14  to  18  years'  purchase.  A  great  deal  depends  both  in 
England  and  Scotland,  as  well  as  elsewhere,  on  the  situation  of  the  property, 
the  solidity  and  suitability  of  construction,  the  age  and  state  of  repair  of 
the  property,  and  the  social  standing  or  character  of  the  occupants  as 
influencing  the  expense  of  upkeep.  In  England,  again,  the  nature  of  the 
holding  exercises  an  important  influence  on  the  value  of  such  houses. 
Though  freeholds  and  leaseholds  of  ninety-nine  years'  duration  are  some- 
times valued  at  about  the  same  rate  of  interest,  yet  they  are  not  really  of 
the  same  value,  and  buyers  of  the  latter  rightly  require  from  about  \  to  2 
per  cent  or  upwards  beyond  the  price  of  the  former  on  account  of  terminal 
possession,  subjection  to  ground  rents  and  to  covenants,  liability  to  forfeiture, 
etc.  So  likewise  property  held  on  copyhold,  though  often  alleged  to  be 
equal  to  freehold,  is  in  practice  never  regarded  as  such  in  the  market,  the 
former,  as  a  general  rule,  realising  usually  some  two  or  three  years'  less 
purchase  price. 

Dwelling-houses  in  Totems. — In  England,  as  a  general  rule,  dwelling- 
houses  of  a  lower,  medium,  and  inferior  class  are  usually  constructed  of 
brick,  and  are  not  divided  or  subdivided  into  flats  as  they  are  in  Scotland, 
at  least  for  the  purpose  of  selling  or  letting,  and  what  are  known  as  tene- 
ments in  Scotland  are  practically  unknown  in  England.  Considerable 
differences,  therefore,  arise  as  to  the  value  of  such  dwellings  in  England  and 
Scotland.  Thus,  what  may  be  termed  second-class  houses  in  England  of 
ordinary  construction,  with  a  medium  style  of  decoration,  usually  cost  from 
7d.  to  9d.  per  cubic  foot,  while  a  third  or  inferior  class  of  a  totally  specula- 
tive character  cost  from  5d.  to  7d.  per  cubic  foot.  Sometimes,  however, 
such  dwellings  are  valued  by  each  room,  as  £25  to  £200  upwards,  or  by 
the  square  of  100  superficial  feet  of  floor,  as  £25  to  £80  upwards.  "  Gener- 
ally five  times  cost  of  brickwork  is  very  high  to  complete  houses,  four  times 
usually  suffices,  and  three  times  for  speculative  builders'  houses.  Twice 
cost  of  carcase  will  complete  speculative  building,  but  not  well-finished 
houses."  These  figures,  however,  can  only  be  used  as  a  check  upon  claims, 
as  for  compensation  purposes  it  is  value  to  the  owner  which  forms  the 
criterion,  and  the  usual  test  of  this  is  the  actual  rental.  The  nature  and 
amount  of  the  rental  must,  as  a  general  rule,  determine  the  compensation  to 
be  paid,  and  the  two  main  questions  which  arise  upon  that  are  (1)  the 
amount  of  deductions  to  be  allowed  before  arriving  at  the  actual  rental ; 
and  (2)  when  that  is  ascertained,  the  number  of  years'  purchase  to  be 
given  on  the  actual  rental.  The  ground  rent  and  taxes  payable  in  respect 
of  the  property  are  easily  ascertained,  and  can  be  established  by  the  actual 
payments  made,  so  that  no  difficulty  should  arise  on  that  head.  On  the 
question  of  the  allowance  to  be  made  for  repairs,  etc.,  there  is  more  room 
for  difference  of  opinion.  This  to  a  large  extent  depends  on  the  age  of  the 
property,  whether  old  or  new,  its  nature,  and  the  character  of  its  occupants, 
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whether  of  the  middle  or  inferior  class,  and  the  amount  of  the  rents.  .  In 
fairly-built  medium-classed  houses  one- tenth  of  the  rent  is  usually  sufficient 
for  repairs,  but  for  lower  classed  and  old  property  much  more  is  requisite, 
sometimes  as  much  as  20  per  cent.  Then  to  this  falls  to  be  added  an 
allowance  for  letting  the  houses  and  collecting  the  rents,  varying  from  8 
to  15  per  cent  of  the  rental,  as  well  as  an  allowance  for  unlets  or  empties 
varying  from  5  to  10  per  cent  according  to  the  nature  of  the  property  and 
the  amount  of  the  rents.  Where  the  houses  are  let  by  the  month  or  the 
week  all  the  allowances  have  to  be  augmented,  and  in  illustration  of  this, 
the  Metropolitan  Board  of  Works  in  weekly  rented  property  under  its 
management  never  receives  more  than  50  per  cent  net  of  the  actual  rental. 
In  Scotland,  tenement  property  consisting  of  shops  and  dwelling-houses  let 
in  flats,  where  such  are  well  managed  and  looked  after,  if  in  a  good  situation, 
will  yield  a  return  for  the  first  or  superior  class  of  from  4  to  5  per  cent,  in 
the  medium  class  5  to  6  per  cent,  and  in  the  inferior  from  6  to  8  per  cent. 
In  valuing  such  for  compensation  the  feu-duty  has  to  be  deducted,  the 
landlord's  taxes  including  water-duty  for  rents  under  £10  per  annum, 
and  fire  insurance.  Then  repairs,  cost  of  collection,  and  an  allowance  for 
empties  have  to  be  made  on  a  basis  somewhat  similar  to  that  in  England, 
according  to  the  actual  facts. 

As  to  the  number  of  years'  purchase  to  be  allowed,  that  falls  likewise  to 
be  determined  by  the  nature  of  the  property,  its  state,  and  the  character  of 
the  tenants.  In  England,  in  inferior  classed  property  it  may  be  as  low  as 
from  7  to  10  years'  purchase,  in  a  better  class  from  10  to  14,  while  in  a 
superior  class  it  may  run  from  16  to  25  years'  purchase.  In  Scotland,  in 
like  manner,  the  lower  classed  property  may  only  be  valued  at  8  or  9  years' 
purchase — in  a  better  class  from  10  to  14 — in  a  still  better  class  from  12  to 
15,  while  in  a  really  superior  class  it  may  reach  as  high  as  from  16  to  24  years' 
purchase.  No  inflexible  rule  can  be  laid  down,  so  much  depends  on  the 
special  circumstances  of  each  case,  and  the  figures  stated  are  only  given  as 
rough  guides  for  framing  and  adjudicating  on  claims. 

Business  Premises — Shops  and  Offices  in  Towns. — These  are  a  very 
desirable  and  favourite  class  of  investments  for  persons  desiring  to  hold 
property.  In  good  localities  they  as  a  rule  yield  a  large  return,  and  offer 
a  good  security  for  payment  of  the  rents  at  which  they  are  let.  Locality 
forms  a  very  important  element  in  estimating  the  value  of  such,  as  is  best 
illustrated,  perhaps,  by  the  fact  that  in  London  the  value  of  land  fluctuates 
from  £1  to  £40  a  foot  within  the  limits  of  the  city,  while  within  the 
Metropolitan  area  its  value  varies  in  the  ratio  of  1  to  1600,  or  from  6d.  to 
£40  a  foot.  So  in  like  manner  offices  near  the  Bank  with  rooms  on  the 
ground  floor  let  for  10s.  or  more  a  superficial  foot,  and  on  the  first  floor  7s. 
or  8s.,  while  at  various  other  busy  centres  suites  of  half  a  dozen  rooms  will 
bring  as  high  as  £1000  per  annum.  Of  course  the  rates  in  London  are 
phenomenal,  but  in  all  the  large  cities  and  towns,  both  in  England  and 
Scotland,  great  fluctuations  prevail  according  to  the  localities  where  the 
premises  are  situated.  No  rigid  rule  can  be  laid  down  for  valuing  such  for 
compensation.  The  test,  it  must  always  be  remembered,  is  "  value  to  the 
owner,"  and  he  ought  to  receive  as  compensation  for  the  deprivation  of  his 
rights  such  a  sum  as  will  yield  to  him  the  same  or  as  adequate  a  return 
as  he  derives  from  the  investment  which  is  being  taken  from  him.  The 
methods  of  arriving  at  this  are  similar  to  those  which  have  already  been 
shown  to  prevail  in  other  classes  of  property,  and  it  is  unnecessary  to 
repeat  by  way  of  illustration. 

Trade  premises,  such  as  manufactories,  paper  and  saw  and  other  mills, 
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distilleries  and  breweries,  soap,  iron,  alkali,  and  other  works,  grain,  wool, 
and  other  stores  and  warehouses, — in  making  up  claims  for  compensation 
for  these  and  similar  structures,  if  they  be  let,  the  rental  is  generally  taken 
as  the  basis,  as  that  is  usually  the  best  value  for  the  owner.  The  valua- 
tions are  taken  on  the  basis  of  a  going  concern,  and  if  the  premises  be  in 
the  occupancy  of  the  owner,  then  it  is  probably  better  to  make  a  plan  of 
the  works — take  each  block  separately,  value  according  to  age,  state  of 
repair,  situation  and  general  importance,  checking  the  value  by  cubing  out 
the  works  at  the  appropriate  cost  price,  taking  chimney  stalks,  gates, 
bridges,  hoists,  etc.,  separately,  and  then  adding  the  value  of  the  ground. 
In  some  instances  it  is  advisable  to  take  the  value  of  the  ground  only,  as 
where  the  neighbourhood  has  become  so  populous  that  a  better  return  or 
price  would  be  obtained  for  the  ground  cleared  for  dwelling-houses  or 
tenements,  in  which  event  the  estimated  ground  rent  or  feu-duty  capitalised 
on  the  appropriate  table  may  be  the  best  for  the  owner. 

Licensed  Premises. — In  valuing  these  for  compensation  difficult  and 
complicated  questions  frequently  arise.  The  first  important  question  to 
settle  is  the  proportion  falling  to  landlord  and  tenant  where  these  are 
separate  parties.  The  landlord,  of  course,  gets  his  rent  capitalised  at  the 
appropriate  number  of  years'  purchase.  What  this  latter  ought  to  be  is 
very  difficult  to  determine,  and  varies  very  much  in  practice.  It  may  run 
anywhere  from  18  to  28  years'  purchase.  Then  if  the  landlord  be  a  brewer, 
and  the  tenant  be  under  obligation  to  take  his  beer  from  him,  the  loss  by 
the  withdrawal  of  this  is  a  good  ground  of  claim,  and  may  be  added  at 
from  three  to  five  years'  profit. 

Then  the  tenant  usually  gets  from  3  to  5  years  of  the  profits  as  com- 
pensation, besides  an  allowance  for  the  period  of  his  lease  which  has  to  run 
till  expiry.  What  deductions  fall  to  be  made  in  arriving  at  profits  will  be 
more  fully  discussed  under  the  head  of  trade  disturbance,  etc. 

Trade  Disturbance — Loss  or  Injury  to  Business  and  Depreciation  in  Value 
of  Goodwill. — Mr.  Cripps  says  "  this  claim  is  often  made  under  the  head  of 
Goodwill;  but  this  is  not  correct,  and  has  a  tendency  to  enhance  the 
amount  of  compensation  in  cases  of  loss  actually  incurred.  Goodwill  is 
the  probability  of  the  continuance  of  a  business  connection,  and  its  value  is 
fixed  at  a  certain  number  of  years'  purchase  according  to  the  nature  of  the 
particular  trade  or  business.  When  lands,  however,  are  taken  under  com- 
pulsory powers,  the  goodwill  is  not  purchased  by  the  promoters,  but  remains 
the  property  of  the  trader,  and  the  loss  suffered  by  him  is  the  diminution 
in  its  value  in  consequence  of  his  compulsory  ejectment  from  the  premises 
he  is  occupying."  There  can  be  no  doubt  that  in  cases  of  compulsory 
taking  the  promoters  do  not  purchase  the  goodwill  of  a  business.  Never- 
theless, the  owner  suffers  injury  to  his  business  by  disturbance  in  his  trade, 
loss  of  his  business,  and  depreciation  in  the  value  of  its  goodwill.  For 
these,  of  course,  the  promoters  are  bound  to  compensate  the  owner,  and  the 
question  is  as  to  the  fair  amount  of  the  compensation.  That  depends  to  a 
large  extent  upon  the  nature  and  character  of  the  business.  If  it  be  of  a 
professional  character,  where  much  personal  time  is  occupied,  and  dependent 
largely  upon  personal  skill,  ability,  or  attention,  as  a  general  rule  a  smaller 
number  of  years'  purchase  is  allowed,  varying  from  1  to  3  year3.  Where  it 
is  a  manufacturing  concern,  it  may  be  taken  at  from  1J  to  3 \  years'  pur- 
chase ;  and  where  the  business  is  of  a  wholesale  or  retail  trading  character 
it  runs  according  to  its  nature,  from  \\  to  5  years'  purchase. 

The  basis  of  calculation  is,  as  a  general  rule,  made  upon  the  average  net 
profits  taken  over  a  period  of  years  varying  from  2  to  5  according  to  the 
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nature  of  the  business,  and  the  important  question  which  arises  in  arriving 
at  the  net  profits  is,  how  these  are  to  be  ascertained — what  deductions  are 
to  be  made  from  the  gross  earnings  before  arriving  at  the  net  profits. 

In  the  general  case,  it  may  be  stated  as  a  practice  that  the  net  profits 
are  arrived  at  from  the  actual  turnover  of  money  during  the  period  of  years 
allowed  for  the  calculation — that  is  to  say,  that  the  profits  are  arrived  at 
from  the  actual  income  or  receipts  taken  per  annum  in  the  business,  less 
the  necessary  expenditure  incurred  in  earning  this.  In  some  cases,  of 
course,  other  methods  may  either  be  adopted  or  be  necessary  for  arriving 
at  the  net  profits,  or  as  a  check  in  ascertaining  these.  In  licensed  premises, 
for  example,  it  is  a  not  uncommon  practice  to  take  the  quantity  of  liquors 
purchased  and  strike  a  profit  at  a  given  percentage  after  allowing  for 
expenses.  In  dairies,  on  the  other  hand,  it  is  likewise  a  common  practice 
to  take  the  quantity  of  milk  sold,  and  strike  a  profit  on  that  at  a  given 
percentage,  after  allowing  for  expenses.  No  general  rule,  however,  can  be 
laid  down  applicable  to  all  cases,  and  each  case,  or  at  least  each  particular 
trade  or  business,  must  be  dealt  with  according  to  the  circumstances  con- 
nected therewith  and  any  special  considerations  either  affecting  the  particular 
case  or  the  trade. 

Some  important  considerations,  however,  fall  to  be  dealt  with  as  to  the 
deductions  to  be  made  before  arriving  at  the  net  profits,  and  among  these 
are  the  following : — 

1.  Should  interest  on  trader's  capital  be  deducted  before  ascertaining 
profits?  It  seems  to  be  pretty  generally  admitted  by  accountants  that 
interest  upon  capital  should  be  deducted  before  striking  the  profits.  It  is 
said  by  promoters  that  they  do  not  take  a  tradesman's  capital,  but  leave  it 
with  him ;  and  that  if  it  were  invested  elsewhere,  it  ought  to  realise  the 
same  interest,  and  therefore  the  business  which  is  sustaining  the  injury  to 
be  compensated  ought  to  be  debited  with  interest  on  the  capital  employed 
therein  before  striking  the  profits.  Of  course,  if  the  capital  or  any  portion 
thereof  be  borrowed  money,  then  it  is  clear  that  the  interest  should  be 
deducted.  It  does  not,  however,  necessarily  follow  that  when  the  capital 
is  entirely  the  tradesman's  own,  interest  thereon  should  be  debited.  In  the 
latter  case  the  tradesman  has  a  much  greater  stake  in  his  business  in  re- 
spect of  his  capital,  and  he  may  really  have  all  his  capital,  which  he  may 
have  saved  or  created  over  a  long  period  of  years  in  the  business,  invested 
in  that  business.  He  may  have  reached  a  time  of  life  when  he  cannot 
easily  start  another  business  with  his  capital,  and  he  may  be  com- 
pelled by  his  having  been  ejected  to  invest  his  capital  in  something  less 
risky  than  trade  to  enable  him  to  obtain  his  livelihood.  In  such  a  case  it 
would  seem  that  promoters  are  not  entitled  to  deprive  a  man  of  such  a 
business,  and  insist  upon  his  deducting  interest  at  the  rate  of  say  5  per  cent 
upon  his  capital  before  ascertaining  his  profits. 

As  already  said,  he  possibly  cannot  earn  the  same  rate  of  interest  or 
profit  from  some  other  investment  as  he  could  upon  his  present  business, 
and  therefore  some  allowance  for  that,  if  it  can  be  proved  to  be  so,  should 
be  made.  If,  as  already  stated,  all  his  capital  be  in  the  business,  then 
surely  it  shares  in  the  risk  generally  of  the  business  in  earning  the  profits, 
and  therefore  necessarily  likewise  shares  in  the  risks  which  will  follow  the 
claimant's  ejectment  from  his  present  premises  and  the  change  consequent 
thereon. 

Though,  as  a  general  rule,  interest  on  capital  ought  to  be  deducted,  there 
are  often  cases  of  an  exceptional  nature  where  such  a  course  should  not  be 
followed. 
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2.  Should  salary  for  trader  be  deducted  where  he  conducts  his  own 
business  ?  It  is  pretty  generally  held  that  in  the  case  of  a  business  under 
the  management  of  its  proprietor,  and  where  he  requires  to  give  a  good 
deal  of  time  and  probably  skill  in  its  management,  that  a  sum  charged  by 
way  of  expense  of  management  or  salary  for  the  proprietor  should  be 
deducted  before  striking  the  profits.  Of  course,  in  the  case  of  a  business 
conducted  by  managers,  where  the  owners  do  not  work  themselves,  no  such 
deduction  falls  to  be  made,  as  the  managers'  salaries  will  appear  as  ex- 
penses necessary  in  arriving  at  the  profits.  But  it  is  said  that  where  a 
man  manages  his  own  business,  it  is  only  just  and  reasonable  that  before 
arriving  at  the  profits  a  sum  should  be  debited  in  respect  of  the  owner's 
management  equivalent  to  what  he  would  have  to  pay  if  he  employed  a 
manager  to  do  the  work.  What  sum  this  should  be  depends  entirely  upon 
the  character  of  the  business  and  the  amount  of  skill  and  time  which  would 
be  required  for  its  management.  But  does  it  really  follow  in  all  cases  that 
a  sum  by  way  of  salary  or  expenses  of  management  should  be  deducted  ? 
In  the  first  place,  it  is  only  in  the  case  of  the  business  being  entirely 
extinguished  that  the  tradesman  can  carry  his  talents  elsewhere.  But 
even  in  that  case  there  is  something  to  say  for  such  a  deduction  not  being 
made.  The  promoter  is  turning  the  owner  out  of  his  situation  and  not 
finding  another  for  him.  Is  there  no  loss  here  to  the  owner  ?  In  the  case 
of  public  servants  being  deprived  of  their  situations  by  the  abolition  of 
their  office,  an  allowance  is  always  made  in  respect  of  this.  Is  the  owner 
of  a  business,  who  may  have  spent  the  best  years  of  his  life  in  building  it 
up,  not  practically  in  the  same  position  and  entitled  to  the  same  con- 
sideration ? 

But  again,  suppose  the  tradesman  can  transfer  his  skill,  ability,  etc., 
to  another  place  or  another  business,  does  it  follow  that  he  will  be 
equally  successful  in  that  as  the  business  from  which  the  promoter  is 
compulsorily  ejecting  him  ?  Does  it  not  follow  that  both  as  regards 
his  capital  and  his  salary  or  his  management  that  these  are  exposed  to 
the  same  risk  of  loss  by  the  ejectment  as  anything  else  ?  In  fact,  but 
for  his  capital  and  his  management  could  there  be  a  business  at  all  ? 
It  seems  clear  to  demonstration  that  the  tradesman's  capital  and  capa- 
bility of  management  are  as  much,  if  not  more,  the  essence  of  the  business 
from  which  he  is  being  ejected,  and  for  which  he  falls  to  be  compensated, 
as  the  goods  he  manufactures  or  sells.  In  short,  without  the  two  former 
the  latter  would  be  comparatively  valueless ;  and  if  compensation  is  only  to 
be  allowed  in  respect  of  the  goods,  promoters  would  get  off  comparatively  easy. 

Another  question  which  frequently  gives  rise  to  some  trouble  is  that  of 
rent.  Of  course,  where  the  claimant  is  merely  a  tenant  paying  a  rent, 
then  no  difficulty,  as  a  general  rule,  arises.  But  suppose  he  has  a  lease  of 
premises  which  he  may  have  taken  at  a  comparatively  low  rent  in  a  locality 
which  has  rapidly  developed,  then  surely  he  ought  in  fairness  to  get  the 
benefit  of  the  period  of  his  lease  unexpired,  and  that  at  the  fair  market 
value  of  the  property,  or  what  the  premises  would  let  for  if  now  to  let. 
Or,  again,  if  the  claimant  be  the  owner  as  well  as  the  occupier  of  his 
premises,  what  rent  is  to  be  deducted  ?  It  does  not  follow  necessarily  that 
the  assessed  rent  should  be  deducted.  Though  a  good  guide  it  is  not  in- 
fallible, and,  generally  speaking,  where  the  premises  are  in  the  occupancy 
of  the  owner,  a  lower  rent  is  assessed  upon.  The  assessed  rent  can  be 
taken  as  a  basis,  and  checked  by  the  rental  of  premises  in  the  neighbour- 
hood, or  by  a  percentage  on  the  cost  of  construction,  or  saleable  value  in  the 
market  at  the  time  of  fixing  the  compensation. 
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Expenses  of  Removal,  etc. — If  the  owner  be  in  possession  of  premises 
he  is  entitled  to  be  reimbursed  the  expense  of  removal  of  his  furniture  and 
goods,  as  well  as  the  depreciation  in  value  of  such  as  are  rendered  useless 
or  comparatively  so  by  the  taking  of  his  premises.  If  he  is  compelled  to 
sell  his  goods  and  furniture  he  is  entitled  to  be  compensated  for  the  loss 
he  sustains  by  such  forced  sale. 

Fixtures  and  Fittings,  etc. — In  like  manner  a  claimant  is  entitled  to  be 
compensated  for  the  loss  of  fittings  and  fixtures,  but  care  should  be  exer- 
cised in  discriminating  as  to  what  belongs  to  the  landlord  and  tenant 
respectively. 

Reinstatement. — In  the  case  of  promoters  taking  public  buildings,  such 
as  churches,  schools,  halls,  and  many  other  such  institutions,  as  well  as 
many  special  trade  premises,  instead  of  valuing  upon  ordinary  methods,  a 
doctrine  known  as  reinstatement  comes  into  play  in  fixing  the  compensation. 
That  proceeds  on  the  theory  that  the  compensation  is  to  be  fixed  on  the 
basis  of  placing  the  institution  in  premises  as  nearly  analogous  in  all 
respects  as  that  from  which  the  owners  are  being  ejected.  The  term 
reinstatement  is  somewhat  loose,  as  reinstatement  cannot  be  accomplished, 
and  indeed  it  is  upon  that  fact  that  the  assumed  exception  of  such  build- 
ings from  the  ordinary  rules  is  based.  The  valuation,  it  is  argued,  should 
proceed  on  the  principle  of  substituting  similar  premises  in  a  similar  situa- 
tion, with  a  sum  added  for  loss  in  ejection,  alteration  of  situation,  or  other 
elements  in  respect  of  which  loss  can  be  established.  When  pushed  to  its 
logical  result  there  is  no  real  difference  between  these  cases  and  others. 
The  value  can  be  ascertained  by  precisely  similar  methods,  and  a  sum 
added  for  disturbance  or  other  loss  or  injury  in  the  ordinary  way.  Perhaps 
the  best  illustration  of  this  kind  is  to  be  found  in  the  case  of  Princes 
Street  Gardens,  Edinburgh,  where  Lord  Shand  was  oversman,  and  ex- 
pounded the  principles  applicable  to  such  cases  with  great  lucidity.  It 
will  be  found  reported  in  Browne  and  Allan's  work  on  Compensation. 

Lands  injuriously  affected. — Compensation  for  the  value  of  lands  taken 
is  not  the  only  claim  an  owner  can  make  under  the  Lands  Clauses  Act, 
as  he  is  entitled  over  and  above  this  to  compensation  for  the  damage,  if 
any,  to  be  sustained  by  reason  of  the  severing  of  the  lands  taken  from  the 
other  lands  of  such  owner,  or  otherwise  injuriously  affecting  such  lands  by 
the  exercise  of  the  Lands  Clauses  Consolidation  Act,  or  the  special  Act  or 
any  Act  incorporated  therewith  (sec.  49  L.C.C.  Act  English,  and  sec.  48 
L.C.C.  Act  Scotch).  This  claim  is  again  recognised  in  sec.  63  of  the 
English  Act  and  sec.  61  of  the  Scotch  Act,  where  justices,  arbitrators,  or 
surveyors  are  specially  required  to  have  regard  to  this  claim  in  estimating 
the  compensation  to  be  paid  for  the  value  of  land  taken. 

By  section  68  of  the  English  Act  it  is  provided  that  if  any  party  shall 
be  entitled  to  any  compensation  in  respect  of  any  lands  or  any  interest 
therein,  which  shall  have  been  taken  for  or  injuriously  affected  by  the 
execution  of  the  works,  and  for  which  the  promoters  have  not  made  satis- 
faction, if  the  compensation  claimed  exceed  £50  he  is  entitled  to  have  the 
same  settled  by  arbitration,  or  by  a  jury,  in  the  same  manner  as  other 
compensation  falls  to  be  settled  under  the  Act.  There  is  not  a  similar 
clause  to  this  in  the  Scotch  Act,  and  the  result  is  that  in  claims  purely 
under  the  Lands  Clauses  Act  owners  in  Scotland  have  not  a  claim  for 
interests  injuriously  affected,  unless  the  promoters  take  lands  of  such  owner 
and  injure  others  held  therewith ;  or  in  other  words,  in  Scotland  a  claim 
for  injurious  affection  only  lies  where  lands  are  taken,  and  where  no  land 
is  taken  an  owner  has  not  a  claim  for  injury  to  his  land.     This  is  a  glaring 
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and  unjust  anomaly  between  the  laws  of  the  two  countries,  which,  how- 
ever, is  somewhat  modified  by  the  fact  that  in  the  Railway  Clauses  Acts 
aud  many  of  the  special  Acts  a  clause  similar  to  the  68th  clause  of  the 
English  Act  is  embodied. 

.V  marked  distinction  is  noticeable  in  the  application  of  the  principles 
upon  which  a  claim  of  compensation  can  be  made  for  injurious  affection, 
according  as  the  lauds  injured  are  held  with  lands  taken  or  independently. 
In  the  former  the  owner  is  entitled  to  compensation  for  injury  to  his  lands 
caused  by  the  use  as  well  as  the  construction  of  the  works,  and  also  for  "  the 
full  consequential  loss  which  his  lands  may  sustain  not  only  by  the  immediate, 
but  also  by  the  probable  future  or  prospective  use  of  the  lands  taken." 

On  the  other  hand,  where  compensation  is  claimed  for  injury  to  lands 
held  independently  of  lands  taken,  the  right  thereto  is  determined  according 
to  the  following  principles,  as  laid  down  in  the  House  of  Lords : — 

1.  The  damage  must  be  the  result  of  the  statutory  authority. 

2.  The  damage  must  be  of  such  a  nature  as  would  have  formed  a  good 
ground  of  action  but  for  statutory  authority. 

3.  The  damage  must  be  an  injury  to  property  not  merely  personal  or 
to  trade. 

4.  The  damage  must  be  caused  by  the  execution  of  the  works,  and  not 
by  their  subsequent  use. 

There  is  a  variety  of  matters  which  may  constitute  injury  to  land 
within  the  meaning  of  the  Act,  as  the  cutting  off  or  the  destruction  of  a 
person's  access  to  premises,  material  interference  with  light  and  air,  the 
destruction  or  interference  with  water  rights  if  material,  the  probable 
danger  of  fire  from  the  construction  and  presence  of  the  works,  loss  of 
amenity  or  inconvenience  if  such  has  actually  depreciated  the  value  of  the 
property,  so  likewise  where  such  injury  can  be  demonstrated  from  excessive 
smoke,  dust,  vibration  or  otherwise,  if  the  premises  be  really  affected. 

The  most  important  claim,  however,  arises  where  only  part  of  an 
owner's  lands  are  taken,  and  where  his  other  lands  held  therewith  are 
severed  in  such  a  manner  as  injuriously  to  affect  the  latter.  For  this 
purpose  it  is  not  necessary  that  the  lands  be  held  under  the  same  title  or 
form  part  of  the  same  estate,  if  they  both  belong  to  the  one  owner,  "  and 
the  unity  of  their  ownership  conduces  to  the  advantage  and  protection  of 
the  property  as  one  holding."  The  Lord  Chancellor  Halsbury  explained 
the  operation  of  severance  as  follows : — "  Where  part  of  an  owner's  land 
be  taken  and  the  future  use  of  the  part  so  taken  may  damage  the  remainder 
of  the  proprietor's  land,  then  such  damage  may  be  an  injurious  affecting 
of  the  proprietor's  other  lands,  though  it  would  not  be  an  injurious  affecting 
of  the  land  of  neighbouring  proprietors  from  whom  nothing  had  been  taken 
for  the  purpose  of  the  intended  works."  1  A  party  is  not  bound  to  sell  a 
part  of  a  house  or  other  building  or  manufactory  if  he  is  willing  and  able 
to  sell  and  convey  the  whole. 

Many  important  cases  have  arisen  on  this  branch  of  the  law,  and  have 
been  carried  to  the  House  of  Lords,  but  as  the  questions  are  somewhat 
complicated,  reference  must  be  made  to  the  text-books  on  the  subject.2 

Jas.  Campbell  Irons. 

Composition  Contract  is  an  agreement  between  a  debtor 
and  his  creditors  whereby  the  latter  agree  to  accept  part  only  of  their  debts 

1  Cowper,  Essex  v.  Local  Board  of  Acton,  14  A.C.  153,  p.  161. 

2  See  Browne  and  Allan  on  Condensation,  Crippa  on  Condensation,  Russell  on  Arbitration, 
Redman  on  Arbitration,  and  Irons  and  Melville  on  Arbitration. 
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in  full  discharge  of  the  whole.    (See  "Bankruptcy  (England)";  "Bank- 
ruptcy (Scotland).") 

Compound  Interest. — When  the  interest  upon  the  principal 
sum  in  place  of  being  paid  over  to  the  lender  at  a  stated  interval,  such  as 
at  a  yearly,  half-yearly,  or  quarterly  term,  is  added  to  the  principal  and 
allowed  to  accumulate — interest  being  calculated  upon  both  the  principal 
sum  and  its  accumulations  at -each  period — the  interest  is  said  to  be 
compounded.  If  the  interest  is  calculated  on  the  original  principal  only, 
for  whatever  length  of  time  that  principal  may  have  been  allowed  to 
remain  outstanding  with  interest  unpaid,  then  the  interest  is  called  simple 
interest,  and  depends  merely  upon  the  time  the  principal  has  been  out- 
standing and  the  rate  of  interest.  If  the  interest  on  each  occasion  of  its 
becoming  due  is  added  to  the  original  principal,  and  if  the  interest  for  each 
succeeding  period  is  calculated  on  the  original  principal  as  increased  by  all 
the  previous  accumulations  of  interest,  then  the  interest  is  said  to  be  com- 
pound. Where  a  loan  is  granted  on  the  footing  that  simple  interest  is  to 
run  if  the  interest  is  made  payable  at  certain  intervals,  and  is  paid  at  these 
intervals  to  the  lender,  he  may  invest  the  interest  as  he  receives  it  and  so 
practically  secure  compound  interest.  It  is  only,  therefore,  where  the 
interest  is  not  paid  until  the  sum  itself  is  returned  that  there  can  really  be 
pure  simple  interest.  In  the  case  of  compound  interest  the  yield  of  the 
principal  depends  upon  the  period,  the  rate  of  interest,  and  the  periods 
at  which  the  interest  is  convertible.  Thus,  if  the  rate  of  interest  is  5 
per  cent,  if  that  rate  is  convertible  or  payable  half-yearly,  the  effective 
rate  of  interest,  that  is,  the  actual  return  to  a  lender,  is  at  the  rate  of 
5*0625  per  cent.  If  the  rate  is  convertible  quarterly,  then  the  effective  rate, 
when  the  nominal  rate  is  5  per  cent,  is  5*0945.  Interest  on  a  principal 
sum  at  simple  interest  increases  very  slowly,  the  increase  being  in 
arithmetical  progression,  but  in  the  case  of  compound  interest  the  principal 
increases  very  rapidly,  as  the  series  is  a  geometrical  one.  Thus,  at  5  per 
cent  compound  interest  a  sum  will  double  itself  in  14J  years,  so  that  £1  will 
thus  become  £2,  while  the  interest  on  £1  at  simple  interest  for  14J  years 
at  5  per  cent  is  only  14s.  3d.     (See  "  Interest  and  Annuities  Certain.") 

Compromise. — Where  parties  agree  by  mutual  concession  to  the 
settlement  of  doubtful  claims  such  a  transaction  is  called  a  compromise. 
Compromises  may  be  made  by  counsel  in  actions  before  a  court  of  law. 
If  the  counsel  on  one  side  enter  into  a  compromise  with  the  counsel  for  the 
other  side  such  an  agreement  is  binding  on  the  client,  provided  such 
counsel  is  acting  within  his  apparent  authority,  and  the  subject-matter  of 
the  compromise  is  not  outwith  the  subject-matter  of  the  action. 

In  England  a  solicitor  may  compromise  an  action  on  such  terms  as  he 
thinks  fit,  unless  his  client  lias  expressly  forbidden  him  so  to  do ;  but  in 
Scotland  a  law  agent  may  be  liable  in  damages  if  he  compromises  an  action 
without  his  client's  instructions. 

In  England  a  trustee  in  bankruptcy  may,  with  consent  of  the  committee 
of  inspection,  compromise  debts,  claims,  and  liabilities ;  while  a  trustee  in 
Scotland  has  a  similar  power  to  compromise  provided  he  obtains  the  consent 
of  the  commissioners. 

Liquidators  of  limited  liability  companies,  when  the  winding  up  is  by 
the  Court,  must  get  the  sanction  of  the  Court  before  entering  into  a  com- 
promise ;  voluntary  liquidators  must  obtain  the  consent  of  contributories 
by  extraordinary  resolution  (Companies  Act  1862,  sees.  159  and  160). 
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Con  or  Contra.— Against. 

Conclusive  Evidence. — Under  the  Companies  Acts  the 
following  are  made  conclusive  evidence: — 

1.  The  Registrar's  certificate  of  incorporation  is  conclusive  evidence  that 
all  the  requisitions  of  the  Company's  Acts  in  respect  of  registration  and 
matters  precedent  and  incidental  thereto  have  been  complied  with,  and  that 
the  association  is  a  company  authorised  to  be  registered,  and  is  duly 
registered. 

2.  The  Registrar's  certificate  that  a  company  is  entitled  to  commence 
business  is  conclusive  evidence  that  the  company  is  so  entitled. 

3.  The  Registrar's  certificate,  given  when  mortgages  or  charges  are 
registered,  is  conclusive  evidence  that  the  statutory  requirements  as  to  the 
registration  have  been  complied  with. 

4.  At  a  meeting  held  for  the  purpose  of  passing  a  special  resolution,  a 
declaration  of  the  chairman  that  the  resolution  has  been  carried  is  conclusive 
evidence  of  that  fact  unless  a  poll  is  demanded. 

5.  The  certificate,  issued  by  the  Registrar,  of  the  registration  of  an 
order  of  the  Court  confirming  a  reduction  of  capital,  and  of  the  minute 
showing  the  capital  as  altered,  is  conclusive  evidence  that  the  require- 
ments with  respect  to  a  reduction  of  capital  have  been  complied  with, 
and  that  the  capital  is  as  stated  in  the  minute. 

6.  On  the  registration  of  an  order  confirming  an  alteration  in  the 
Memorandum  of  Association  of  a  company,  the  certificate  issued  by  the 
Registrar  is  conclusive  evidence  that  all  the  requirements  with  respect  to 
such  alteration  and  confirmation  have  been  complied  with. 

Confirmation  when  applied  to  executors  in  Scotland  may  be 
defined  as  the  judgment  of  a  competent  court  confirming  the  nomination 
or  appointment  of  executors,  and  authorising  an  executor,  or  executors, 
upon  making  inventory  of  the  moveable  estate  and  debts  due  to  the 
deceased,  to  sue  for,  recover,  possess,  and  administer  the  whole,  either  for 
behoof  of  themselves  or  of  others  interested  therein. 

Before  an  executor  in  Scotland  can  uplift  any  of  the  funds  belonging  to 
a  testator,  he  must  lodge  with  the  Court  the  deed  appointing  him,  and  other 
testamentary  writings  relating  to  the  moveable  estate.  He  must  also  lodge 
an  inventory  of  the  moveable  estate,  and  take  an  oath  that  the  deeds 
lodged  are  the  only  deeds  so  far  as  known  to  him,  and  that  the  inventory 
contains  the  whole  personal  estate  known  to  him.  These  documents  are 
recorded  in  the  books  of  the  Court,  and  the  executor  then  receives  his 
"  confirmation "  {testament  testamentar),  which  gives  him  authority  to 
administer  the  estate.  In  the  case  of  a  person  dying  without  having 
nominated  executors,  the  Court,  upon  the  application  of  the  next-of-kin  or 
other  person  interested,  may  appoint  executors,  who  are  termed  executors- 
dative.  Such  executors,  upon  lodging  an  inventory  of  the  estate  with 
the  Court  and  finding  caution  for  the  due  administration  of  the  estate, 
obtain  confirmation  (testament-dative). 

In  England,  before  an  executor  can  act  probate  must  be  obtained,  and 
this  is  the  process  corresponding  to  confirmation  of  executors  in  Scotland. 
(See  "  Executors  and  Administrators.") 

Confirmation  of  Trustee  in  Sequestration.     See 

Act  and  Warrant. 
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Conjunct   and   Confident    Person.  — In   the  law  of 

Bankruptcy  in  Scotland  the  Act  1621,  c.  18,  strikes  at  all  alienations  by 
insolvent  debtors  "  to  any  conjunct  or  confident  person  without  true,  just, 
and  necessary  cause,  and  without  a  just  price  truly  paid."  The  term  "  con- 
junct "  includes  parents  and  children,  brothers  and  sisters,  uncles  and  aunts, 
nephews  and  nieces.  The  term  "  confident "  includes  such  persons  as 
partners  in  trade,  servants,  factors,  and  confidential  men  of  business. 

The  effect  of  alienations  to  such  persons  is  discussed  elsewhere.  (See 
"  Bankruptcy  (Scotland).") 

Conjunctly  and  Severally.  — When  parties  are  taken  bound 
"  conjunctly  and  severally,"  it  means  that  each  party  is  liable  for  the  whole 
debt  irrespective  of  the  obligations  of  the  other  obligants.  Any  one  of  the 
obligants  in  such  a  case  may  be  compelled  to  pay  the  whole  debt,  and  if  he 
does  so  he  has  a  right  of  relief  against  his  co-obligants. 

If  the  persons  are  bound  conjunctly  only,  then  each  party  can  only  be 
compelled  to  pay  his  share  of  the  debt. 

Conscience  Money. — Taxation,  though  a  necessary  aid  to 
government,  is  not  beloved ;  and  there  are  many  persons  who  do  not  regard 
it  as  immoral  to  defraud  the  revenue  by  making  returns  showing  less 
amounts  than  ought  to  be.  Now  and  again,  however,  a  tender-hearted 
person  is  found  who,  to  relieve  the  pricks  of  his  conscience,  remits  part  or 
the  whole  of  the  sum  or  balance  that  may  be  due  by  him  to  the  Chancellor 
of  the  Exchequer.  This  is  done  either  anonymously  or  openly,  generally 
with  profuse  apologies  and  explanations.  In  connection  with  the  income 
tax  a  very  considerable  sum  is  thus  annually  collected.  In  the  case  of 
anonymous  contributions  the  receipt  is  notified  in  the  newspaper  press  if  so 
desired.  John  K.  M'Ilralth. 

Consideration. — The  charge  made  for  a  service  or  right  is  some- 
times called  the  consideration.  Thus  the  consideration  for  an  annuity 
means  the  price  paid  to  the  granter  by  a  person  who  wishes  to  purchase 
the  right  to  receive  an  annuity  during  a  stated  period  or  during  life,  as  the 
case  may  be.  The  money  so  paid  becomes  the  absolute  property  of  the 
granter,  in  consideration  for  which  sum  it  pays  the  person  the  annuity  for 
the  term  agreed  on. 

Valuable  consideration  for  a  bill  may  be  constituted  by 

(a)  Any  consideration  sufficient  to  support  a  simple  contract ; 

(b)  An  antecedent  debt  or  liability.     (See  "  Bills  of  Exchange.") 

Consideration  (Contracts).  — Consideration  in  its  wider 
sense  denotes  the  cause  or  reason  for  granting  a  deed  or  entering  into  a 
contract.  One  of  the  essentials  of  a  contract  is  valid  consideration.  A 
valuable  consideration  in  the  sense  of  the  law  may  consist  in  some  right, 
interest,  profit  or  benefit  accruing  to  one  party,  or  some  forbearance, 
detriment,  loss,  or  responsibility  given,  suffered,  or  undertaken  by  the 
other.  The  consideration  in  this  sense,  however  small,  is  enough  to  support 
the  contract,  and  the  law  does  not  interfere  with  the  adequateness  of  the 
consideration. 

In  England  an  informal  promise  is  not  binding  unless  given  in  exchange 
for  a  consideration  which  the  law  can  regard  as  of  some  value,  but  in 
Scotland  promises  are  effectual  even  though  gratuitous.  The  consideration 
may  be  (1)  a  present  act  or  forbearance,  when  it  is  said  to  be  "executed" ; 
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or  (2)  a  promise  either  to  do  or  forbear,  when  it  is  said  to  be  "  executory." 
(See  "  Contract.") 

Consideration  (Stocks  and  Shares).— The  sum  men- 
tioned in  the  deed  transferring  stocks  or  shares  is  called  the  consideration, 
and  this  consideration  in  the  majority  of  cases  does  not  represent  the  sum 
to  be  received  by  the  original  seller,  as  a  series  of  subsales  may  have  taken 
place  at  lower  or  higher  prices  since  the  first  sale. 

When  a  transfer  is  not  by  way  of  purchase  and  sale,  as  where  shares  are 
transferred  in  security,  a  nominal  sum  is  inserted  in  the  transfer,  and  this 
is  called  a  "  nominal  consideration." 

Consignation  is  the  term  applied  to  the  deposit  of  funds  in  the 
hands  of  a  neutral  party,  to  be  held  by  such  party  and  delivered  up  to  the 
person  to  whom  it  shall  be  adjudged. 

Consignments  and  Consignment  Accounts.    See 

Book-keeping. 

Consolidated  Fund.— By  the  Act  27  Geo.  III.  cap.  13,  sec. 
47,  the  proceeds  of  the  various  Parliamentary  duties  and  taxes,  which  had 
formerly  constituted  separate  and  distinct  funds,  were  directed  to  be  carried 
to  and  to  constitute  a  fund  to  be  called  "  the  Consolidated  Fund."  The 
charges  against  the  national  exchequer  in  connection  with  public  expendi- 
ture are  embraced  under  two  separate  and  distinct  heads.  The  Con- 
solidated Fund  charges  are  those  of  a  permanent  nature  which  have  been 
authorised  by  Parliament  to  be  paid  from  time  to  time  when  due.  The 
second  head,  called  "  Annual  Supply  "  charges,  embraces  charges  annually 
granted  by  Parliament  and  those  brought  periodically  under  its  immediate 
control.  The  principle  is  a  most  commendable  one  of  not  subjecting  to  the 
uncertainty  of  an  annual  vote  the  provision  for  the  security  of  the  creditors 
of  the  Government,  for  the  public  debt,  the  dignity  of  the  Crown,  the 
annuities  and  pensions  to  royal  and  distinguished  people,  judges'  salaries,  and 
the  salaries  of  other  permanent  officials,  whose  independence  from  temporary 
political  changes  is  most  desirable.  The  Consolidated  Fund  charges  have 
been  usually  divided  into — 

The  annual  charges  of  public  debt. 
Civil  list. 

Annuities  and  pensions. 

Salaries  and  allowances  of  certain  independent  offices. 
Courts  of  justice. 
Miscellaneous  charges. 
The  general  heads  of  the  supply  charges  are — 
The  classified  miscellaneous  civil  services. 
Payments  out  of  gross  revenue,  including  the  charges  of  collection 

and  management  of  revenue. 
Army,  navy,  and  ordnance  services. 
The  other  issues  from  the  Exchequer  consist  of — 
Advances  by  way  of  loan. 

Sinking  fund  and  other  payments  for  the  reduction  of  the  national 
debt  have  formed  part  of  the  Consolidated  Fund  charges,  or 
the  Annual  Supply  charges,  according  to  the  Parliamentary 
enactments  by  which  these  issues  have  been  authorised. 
(Public  Income  and  Expenditure,  or  Return  ordered  24th 
July  1866,  Pt.  ii.  p.  511.) 
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Consolidation,  as  used  in  connection  with  the  feudal  system  of 
land  rights,  describes  the  union  of  what  were  previously  two  separate 
estates  in  the  same  lands. 

Consolidation  of  mortgages  is  the  right  of  the  holder  of  two  mortgages 
on  different  properties,  when  the  time  fixed  for  redemption  has  passed,  and 
the  equities  of  redemption  are  vested  in  the  same  person,  to  retain  the  two 
until  the  amounts  due  on  both  are  paid  off. 

Consolidation  of  statutes  means  the  combination  in  a  single  measure  of 
enactments  relating  to  the  same  subject-matter,  but  scattered  over  different 
Acts. 

The  term  consolidation  is  also  used  to  denote  the  amalgamation  of 
various  concerns. 

Consolidation  of  shares  in  a  joint-stock  company  may  be  brought  about 
by  a  special  resolution. 

Consols. — The  subject  of  the  National  Debt  as  a  whole,  its  origin, 
history,  and  constitution,  properly  falls  under  another  heading  (see 
"  National  Debt  ").  The  present  article  is  confined  to  that  most  familiar 
portion  of  the  National  Debt  known  as  Consols.  This  term  came  into  use 
sometime  before  1770  as  an  abbreviation  of  the  official  title,  "  3  per  cent 
Consolidated  Annuities,"  which  was  originally  given  to  the  stock  in 
question  —  that  stock  having  been  formed  by  consolidating  into  one, 
or  unifying,  a  number  of  small  stocks  all  bearing  3  per  cent  interest.  The 
original  official  title  no  longer  holds  good,  as  the  rate  of  interest  has  since 
been  reduced — first  to  2f  per  cent  (from  1889),  and  now  to  2J  per  cent 
(from  April  1903).  In  1888,  under  Mr.  Goschen's  great  conversion 
scheme,  two  large  stocks  of  later  origin — the  reduced  3  per  cents  of  1749 
and  the  new  3  per  cents  of  1844 — were  incorporated,  and  the  term  Consols 
now  applies  to  this  combined  debt  to  the  exclusion  of  other  stocks,  whether 
bearing  similar  or  different  rates  of  interest. 

Consols  had  their  origin  in  1752  under  the  Act  25  Geo.  II.  c.  27,  under 
which  were  consolidated  various  loans  and  Exchequer  annuities  raised  or 
granted  for  the  most  part  in  the  same  reign,  and  amounting  in  all  to 
£9,137,821 :5:1J. 

Consols  form  part  of  the  funded  or  permanent  debt  of  the  country 
as  distinguished  from  the  unfunded  or  floating  debt.  Under  the 
National  Debt  Act  1870,  the  redemption  of  Consols  is  in  the  discretion 
of  Parliament  subject  to  one  year's  notice  being  given,  and  to  repayment  of 
not  less  than  £500,000  at  one  time.  This  was  altered  by  the  National 
Debt  (Conversion)  Act,  1888,  under  which  the  stock  is  not  redeemable 
before  5  th  April  1923.  The  holder  of  Consols,  therefore,  is  practically  in 
the  position  of  the  purchaser  of  a  perpetual  annuity  of  £2,  10s.  for  £100 
of  Consols  held,  subject  to  the  vendor's  right  to  redeem  by  payment  of 
the  par  value. 

Consols  did  not  long  remain  at  their  original  modest  figure  of  nine 
millions.  The  funding  of  additional  loans  into  the  stock  has  gone  on  con- 
tinuously, and  although  large  sums  have  from  time  to  time  been 
purchased  and  cancelled  by  the  operation  of  the  Sinking  Fund,  the  stock 
amounted  at  31st  December  1902  to  £591,149,000.  The  estimated 
amounts  at  the  end  of  1800  and  at  the  end  of  each  decade  thereafter  are 
as  follows : — 

Amount  of  Consols  at  end  of   1800  £272,789,000 

1810  411,287,000 

1820  400,167,000 


Amount   of  Consols  at 


end 

of  1830 

355,216,000 

j? 

1840 

366,627,000 

>> 

1850 

380,486,000 

5> 

1860 

408,394,000 

)» 

1870 

392,613,000 

>> 

1880 

395,812,000 

)> 

1890 

529,500,000 

>> 

1900 

502,657,000 

5) 

1002 

501,140,000 
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The  amounts  from  1890  onward  include  the  reduced  and  new  3  per 
cents  incorporated  with  Consols  under  Mr.  Goschen's  conversion  scheme 
of  1888.  The  amount  at  the  end  of  1902  includes  two  large  additional 
loans  raised  in  the  stock  on  account  of  the  South  African  War  expenses, 
viz.,  £60,000,000  in  1901  and  £32,000,000  in  1902.  These  were  put  on  the 
market  by  the  Bank  of  England  at  £94  :  10s.  and  £93 :  10s.  per  cent 
respectively. 

A  detailed  statement  of  the  loans  funded  in  Consols,  and  of  stock 
cancelled  from  time  to  time,  is  given  in  the  report  of  the  proceedings  of  the 
Commissioners  for  the  Eeduction  of  the  National  Debt,  1891  (Parliamentary 
paper,  C.  6539). 

Conversion. — The  recognised  principle  of  effecting  a  saving  in  the  cost 
to  the  country  of  its  debt  whenever  practicable,  and  with  due  regard  to  the 
interests  of  the  fundholder,  has  been  acted  upon  from  time  to  time  by  the 
reduction  of  the  rate  of  interest  on  various  portions  of  the  National  Debt — 
in  other  words,  by  the  conversion  of  stock  from  a  higher  to  a  lower 
denomination.  In  the  case  of  Consols,  however,  their  large  aggregate 
amount  and  their  already  low  denomination,  coupled  with  the  obligation  to 
give  a  year's  notice  before  redemption,  presented  special  difficulties ;  they 
consequently  remained  untouched  for  a  long  period,  and  it  was  not  till 
1853  that  the  first  attempt  to  deal  with  them  was  made  by  Mr.  Gladstone 
as  Chancellor  of  the  Exchequer.  The  amount  of  Consols  at  that  time  was 
well-nigh  400  millions.  In  December  1852  they  had  touched  their 
highest  point  since  their  origin,  viz.,  £101 :  12  :  6,  or  £100  :  7  :  6  ex  div.  In 
bringing  forward  a  scheme  for  the  conversion  of  certain  3  per  cent  stocks, 
chiefly  South  Sea  Annuities,  Mr.  Gladstone  proposed  a  voluntary  conversion 
of  Consols  and  reduced  3  per  cents,  depending  entirely  upon  the  option  of 
holders,  on  similar  terms,  viz.,  for  every  £100  of  stock  either 

£82 :  10s.  of  stock  at  3|  per  cent  until  1894,  or 

£110   of  stock   at    2 J    per    cent    until   1894,  or 

£100  of  Exchequer  bonds  at   2f  per  cent  until 

1864,  and  then  at  2J  per  cent  until  1894, 

his  main  object  being  to  lay  the  foundation  of  a  permanent  2|  per  cent 
stock.  As  regards  the  first  and  second  alternatives,  with  the  view  of 
keeping  down  the  denomination  of  stock  as  well  as  the  rate  of  interest,  a 
limit  of  £30,000,000  was  fixed  as  the  amount  of  Consols  and  Eeduced  which 
could  be  so  converted. 

The  scheme  was  not  successful.  The  holders  of  the  South  Sea  and 
other  annuities,  representing  a  debt  of  9^  millions,  mostly  dissented,  and 
only  \\  millions  were  converted,  chiefly  into  2|  per  cent  stock,  the  balance 
of  8  millions  having  to  be  paid  off  at  par — 6  millions  on  5th  January 
1854,  and  2  millions  on  5th  April  following,  at  which  dates  Consols  had 
fallen  to  92|  and  86  respectively.     Of  Consols  only  £1,137,000  assented  to 
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conversion,  likewise  for  the  most  part  to  the  2J  per  cents.  The  saving  of 
interest  on  the  funded  debt  amounted  to  only  £7258  per  annum.  The 
failure  of  the  operation  was  due  to  various  causes,  among  which  may  be 
mentioned  the  magnitude  and  character  of  the  stocks,  and  the  fact  that  the 
undertaking,  as  regards  Consols  at  least,  was  certainly  premature.  The 
advance  in  the  price  of  securities  at  the  time  was  not  permanent  as  was 
generally  supposed,  but  was  due  to  temporary  considerations.  Still  more 
fatal  to  the  scheme  was  the  state  of  foreign  affairs,  which  in  the  course  of 
the  year  became  unsettled,  and  finally  issued  in  the  Crimean  War. 

The  next  conversion  scheme  was  that  of  Mr.  Childers  in  1884,  dealing 
with  the  whole  funded  debt.  It  was  likewise  only  partially  successful. 
One  result  was  the  creation  of  the  2J  per  cent  annuities  still  appearing  in 
the  Stock  List.  Only  some  14  millions  of  Consols  were  affected,  about 
half  of  which  was  held  by  Government  departments. 

The  great  conversion  of  1888  by  Mr.  Goschen  was  undertaken  under 
more  favourable  conditions,  and  was  eminently  successful.  It  embraced 
not  only  Consols,  then  amounting  to  323  millions  (excluding  34J  millions 
of  Chancery  Terminable  Annuities  temporarily  turned  into  3  per  cents 
for  the  purpose  of  the  conversion),  but  also  the  reduced  and  new  3  per 
cents,  amounting  to  235  millions.  For  some  years  previously  Consols  had 
been  about  or  above  par,  occasionally  exceeding  102.  In  1887  they 
touched  103f.  The  high  prices  of  securities  generally  prepared  the  public 
for  a  reduction  of  the  rate  of  interest  on  the  debt,  while  the  state  of  the 
Exchequer  and  the  conditions  of  trade  and  of  foreign  politics  were  all 
favourable.  Mr.  Goschen's  proposals  were  on  similar  lines  to  those  followed 
in  Mr.  Goulburn's  conversion  of  1844.  No  alternatives  were  offered.  The 
new  consolidated  stock  was  to  bear  interest  at  3  per  cent  for  the  year  to 
5th  April  1889,  then  at  2|  per  cent  until  5th  April  1903,  and  thereafter  at 
2 J  per  cent  till  5th  April  1923,  up  to  which  date  the  rate  was  to  be 
guaranteed  against  further  reduction.  Dividends  were  to  be  made  payable 
quarterly — on  5th  January,  April,  July,  and  October.  As  an  inducement  to 
holders  of  Consols  and  Eeduced  to  waive  their  right  to  a  year's  notice,  they 
were  offered  a  bonus  of  5  s.  per  cent  on  conversion.  These  proposals  were 
accepted  by  Parliament  without  amendment,  and  the  result  was  the 
conversion  of  nearly  £565,700,000  3  per  cents  (including  333J  millions 
of  Consols),  the  saving  to  the  country  being  J  per  cent  on  the  amount 
converted,  or  £1,410,000  per  annum  for  the  fourteen  years  to  1903,  and 
double  that  amount  annually  thereafter. 

Consols  have  always  been  regarded  in  respect  of  their  price  as  a  test 
of  the  national  credit,  or  measure  of  the  country's  borrowing  power.  They 
are  now  specially  fitted  for  that  purpose,  in  that  they  are  guaranteed 
against  reduction  before  1923.  Temporary  fluctuations  of  price  are,  of 
course,  inevitable  in  view  of  the  changing  conditions  of  the  money  market. 
At  present  (March  1903),  for  instance,  the  price  has  fallen  considerably, 
having  touched  under  91,  the  lowest  for  30  years.  This  fall,  however,  is 
to  be  taken  along  with  somewhat  stringent  money  markets  in  the  country 
and  abroad,  a  Bank  discount  rate  of  4  per  cent,  and  the  fact  that  consider- 
able realisation  has  doubtless  taken  place  in  view  of  the  imminent  reduc- 
tion to  2J  per  cent.  A  main  factor  of  the  situation  is  probably  the  large 
additional  issues  of  1901  and  1902  already  mentioned,  amounting  to 
£92,000,000,  a  great  part  of  which,  held  in  anticipation  of  a  rise  to  follow 
on  the  termination  of  the  war,  is  being  thrown  again  upon  the  market. 
At  the  reduced  rate  of  interest  the  present  yield  is  higher  than  in  1887, 
when  the  rate  of  interest  was  3  per  cent,  and  the  price  102  —  yielding 
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£2 :  19s.  per  cent.  Taking  the  present  price  at  91  only,  and  assuming 
redemption  at  par  on  5th  April  1923,  we  have  the  equation 

91  =  2Ja2oj  +  100^0. 

Where  o§oj  is  the  present  value  of  an  annuity  of  1  for  20  years,  and  v20  the 
present  value  of  1  receivable  at  the  end  of  the  period.  The  equation  is 
satisfied  by  taking  a^ol  and  v20  at  £3:2:6  per  cent,  which,  therefore,  is  the 
yield  at  the  lowest  recent  price  as  against  £2 :  19s.  on  a  price  of  102  in 
1897.  Redemption  at  par  in  1923,  however,  is  doubtless  too  favourable  an 
assumption  in  face  of  the  present  low  price.     See  next  page. 

The  distinctive  features  of  Consols  are  (1)  their  status  as  the  first  of  the 
first-class  securities  of  the  world ;  and  (2)  their  convertibility — the  ease  with 
which  they  can  be  bought  or  sold  at  a  minimum  of  expense.  The  second 
attribute,  which  makes  the  stock  a  prime  security  of  the  banks,  mainly  follows 
from  the  first ;  it  is  difficult  to  conceive  of  circumstances  short  of  a  disaster 
or  series  of  disasters  threatening  the  existence  of  the  nation,  under  which 
the  world's  markets  might  be  closed  to  Consols.  Such  a  reflection  of  the 
national  credit  is  to  be  seen  in  the  fall  that  took  place  at  anxious  periods 
of  the  great  war.  In  July  1797,  at  the  time  of  the  mutiny  at  the  Nore, 
Consols  touched  their  lowest  point  before  or  since,  47-g-. 

The  following  is  a  table,  taken  from  the  Stock  Exchange  Official 
Intelligence,  of  the  highest  and  lowest  prices  in  each  year  from  1820. 


Year. 

Highest. 

Lowest. 

1820 

70i 

65f 

1821 

78| 

68| 

1822 

83 

75| 

1823 

85| 

72 

1824 

96| 

84| 

1825 

94£ 

75 

1826 

8U 

733 

1827 

89i 

76| 

1828 

88! 

80| 

1829 

94J 

85| 

1830 

94£ 

77* 

1831 

84| 

ni 

1832 

85| 

81§ 

1833 

»U 

Ml 

1834 

93 

87! 

1835 

92| 

89£ 

1836 

92£ 

86| 

1837 

93| 

87g 

1838 

95£ 

90| 

1839 

935 

89£ 

1840 

93! 

85| 

1841 

90! 

87i 

1842 

943 

88! 

1843 

97! 

92! 

1844 

101f 

96! 

1845 

100| 

913 

1846 

97| 

94 

1847 

933 

78f 

1848 

90 

80 

1849 

981 

88| 

1850 

98§ 

94| 

1851 

99| 

95§ 

1852 

102 

953 

1853 

101 

90| 

1854 

95| 

85! 

1855 

93| 

861 

1856 

955 

85f 

1857 

944. 

86! 

1858 

985 

94* 

1859 

97| 

88i 

1860 

955 

92£ 

1861 

94£ 

89! 
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Year. 

Highest. 

Lowest. 

1862 

94| 

91| 

1863 

94 

90 

1864 

92 

87| 

1865 

914 

86^ 

1866 

90* 

84! 

1867 

96§ 

895 

1868 

96i 

91| 

1869 

94J 

91| 

1870 

94! 

88! 

1871 

94 

91! 

1872 

93| 

91| 

1873 

94 

91f 

1874 

93! 

91| 

1875 

95| 

915 

1876 

97! 

93! 

1877 

97! 

93 

1878 

98 

93| 

1879 

99! 

945 

1880 

100J 

97! 

1881 

103 

98£ 

1882 

1021 

99 

1883 

102| 

99! 

1884 

102f 

985 

1885 

101£ 

94! 

1886 

102! 

99! 

1887 

103| 

995 

1888 

103! 

m 

1889 

99| 

96! 

1890 

98| 

93! 

1891 

97! 

94! 

1892 

96§ 

93£ 

1893 

98i 

955 

1894 

102! 

97! 

1895 

108! 

103! 

1896 

1133 

105! 

1897 

1135 

110! 

1898 

113! 

106| 

1899 

Ill* 

97| 

1900 

103£ 

96| 

1901 

975 

91 

1902 

975 

92! 

16 
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Before  leaving  the  question  of  yield  it  will  be  well  to  point  out  the 
different  effects  of  any  assumption  as  to  redemption  by  the  Government  at 
par,  according  as  the  price  at  the  time  is  below  or  above  par.  When  the 
price  of  a  redeemable  stock  is  below  par,  the  shorter  the  period  before 
redemption  the  higher  the  yield  will  be.  Thus  it  has  been  shown  that 
Consols  now  at  91  would  yield  £3:2:6  per  cent,  assuming  redemption  at 
par  in  1923.    The  yield  on  a  perpetual  irredeemable  stock  at  the  same  price 

is,  however,  only  — —  x  2 J,  or  slightly  under  £2  :  15s.  per  cent.     If,  on  the 

other  hand,  Consols  were  at  a  premium,  the  yield  would  be  diminished  by 
assuming  them  to  be  redeemable  at  a  fixed  date  instead  of  in  perpetuity,  a 
sacrifice  of  interest  for  sinking  fund  purposes  being  necessary.  The  question 
of  yield,  however,  is  of  concern  mainly  to  the  permanent  investors.  To  the 
speculative  dealers  —  and  Consols  are  largely  the  subject  of  speculative 
transactions  —  the  question  of  yield  is  secondary,  and  under  ordinary 
circumstances  is  best  estimated  as  in  the  case  of  perpetual  stock. 

Transfer  and  Dividend  Arrangements. — These  are  regulated  by  the 
National  Debt  Act  1870  (33  &  34  Vict.  c.  71).  In  1888,  however,  dividends 
were  made  payable  quarterly  on.  5th  January,  April,  July,  and  October, 
instead  of  half-yearly  as  before.  Consols  may  either  be  inscribed  in  the 
name  of  the  holder  in  the  books  of  the  Bank  of  England  or  of  Ireland,  or 
be  held  in  the  form  of  stock  certificates,  either  "  nominal,"  with  the  name  of 
a  nominee  inserted,  or  payable  to  bearer.  Of  the  total  amount,  as  at 
end  of  1902,  certificates  for  £48,970,000  were  in  issue.  Stock  certifi- 
cates, however,  cannot  be  held  by  a  trustee  unless  so  authorised  by  the 
trust  deed.  Coupons  for  the  quarterly  dividends  are  attached  to  the  cer- 
tificates. In  the  case  of  Inscribed  Stock  dividends  are  payable  to  the  holder 
himself  at  the  Bank  of  England  or  of  Ireland,  or  the  dividend  warrants 
may,  at  the  holder's  request,  be  sent  him  through  the  post,  provided  the 
holder  resides  in  the  United  Kingdom.  In  other  cases  a  power  of  attorney 
must  be  obtained.  Stock  is  transferred  by  attendance  of  seller  or  transferor 
either  personally  or  by  his  "  attorney "  at  the  Bank  of  England  (or  the 
Bank  of  Ireland  as  the  case  may  be),  to  sign  the  transfer  form  made  out  in 
the  bank  books.  J.  B.  Armstrong. 

Contango.     See  Continuation. 

Continuation,  or  Contango,  is  the  process  by  which  one 
who  has  bought  stock  or  shares  for  which  he  is  unable  to  pay  is  obliged  to 
borrow  the  money  from  the  person  who  has  sold  the  stock  or  securities  in 
question.  Eor  this  accommodation  the  seller  charges  him  the  contango. 
The  contango,  or  rate  of  continuation,  charged  exceeds  the  ordinary  rate 
of  interest  at  which  money  can  be  borrowed  from  the  banks,  the  loan,  of 
course,  being  one  to  the  full  market  value  of  the  securities  without  any 
margin,  and  at  times  the  rate  charged  is  very  heavy. 

Contract. 

Definition   .....  242  j  Interpretation  of  Contracts  .  .      248 

Formation  of  Contract  .  .  243     Rights    and    Liabilities    resulting 

Consideration       ....  245  from  Contract       .  .  .      248 

Capacity  of  the  Parties  .  .  245     Discharge  of  Contracts  .  .      248 

Um  -eality  of  C  onsen  t  and  I  lie g  a  lity  246 

Definition. — Contract  is  a  general  term  applicable  to  any  transaction  of 
a   consensual   nature   between   two  or    more   persons  whereby   obligations 
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mutually  enforceable  at  law  are  created.  The  two  main  ideas  are  agreement 
and  obligation:  agreement  implying  a  common  intention  as  the  result  of 
communication  between  two  or  more  persons,  an  offer  on  the  one  side  being 
followed  by  an  acceptance  on  the  other;  and  obligation  implying  that  some- 
thing definite  shall  be  done  or  not  done  under  sanction  of  the  machinery  of 
the  law,  a  right  being  given  to  one  side  to  a  limited  control  over  the 
conduct  of  the  other  side.  The  intention  of  the  parties  may  be  common  in 
fact,  or  it  may  be  deemed  by  the  law  to  be  so  from  a  consideration  of  all 
the  circumstances  brought  out  in  evidence.  The  parties  to  a  contract  may 
be  either  human  beings  or  artificial  persons,  such  as  corporations  in  existence 
at  the  time  and  not  disqualified  by  the  law  from  entering  into  the  trans- 
action. They  must  be  two  at  least  in  number,  for  the  same  person  cannot 
be  both  promiser  and  promisee,  debtor  and  creditor.  But  the  offer  need  not 
be  made  to  a  person  definite  at  the  time ;  so  a  contract  is  complete  by  the 
offer  of  a  reward  by  advertisement  upon  some  one  satisfying  the  conditions 
and  communicating  his  acceptance  of  the  terms.  The  consequences  must 
affect  the  parties  themselves ;  a  contract  cannot  create  a  right  or  liability 
in  a  person  not  a  party  to  it,  and  not  represented  by  one  of  the  parties  to  it. 
The  matter  of  contract  must  be  capable  of  being  reduced  to  a  money  value. 
Lastly,  the  introduction  of  the  idea  of  enforcement  in  the  courts  of  law 
distinguishes  contracts  from  consensual  transactions  of  a  social  nature  or  in 
contravention  of  the  law  of  the  land. 

Formation  of  Contract.  —  Common  intention  is  essential  to  every 
contract.  The  most  effectual  proof  of  this  is  a  definite  question  followed 
by  an  affirmative  answer,  an  offer  followed  by  an  acceptance.  Even 
contracts  not  in  this  form  may  readily  be  reduced  to  it ;  as  is  stated 
by  Blackstone,  Coram,  bk.  ii.  c.  30 : — "  If  I  take  up  wares  from  a 
tradesman  without  any  agreement  of  price,  the  law  concludes  that  I  con- 
tracted to  pay  their  real  value."  Acceptance  by  conduct  does  not,  as  a 
rule,  have  complete  effect  unless  known  or  communicated ;  nevertheless, 
actual  communication  may  be  dispensed  with  either  expressly  or  by 
implication,  as  where  there  has  been  negligence  on  the  part  of  the  person 
sought  to  be  bound.  There  must,  however,  be  more  than  the  mere  mental 
act,  silence  not  giving  consent,  and  some  sufficient  overt  act  or  acts  proving 
acceptance  must  be  established.  Such  act  or  acts  must  be  warranted  by 
the  offer,  and  whether  the  terms  of  the  offer  have  been  complied  with  by 
the  person  alleging  acceptance  will  in  every  case  be  a  question  of  fact.  The 
introduction  of  a  new  proposal  or  of  any  material  qualification  into  the 
acceptance  will  have  in  turn  to  be  assented  to  before  such  new  proposal  or 
qualification  can  be  considered  to  form  part  of  the  contract.  Subject  to 
what  has  just  been  said,  an  absolute  acceptance,  corresponding  in  terms 
with  the  proposal,  and  communicated  in  the  manner  authorised  by  the 
offerer,  is  binding  upon  the  latter  even  though  it  has  not  come  to  his 
knowledge.  Thus,  in  the  case  of  contracts  usually  made  by  post,  the  post 
office  will  be  the  ordinary  medium  for  the  transmission  of  an  acceptance  of 
an  offer  unless  the  use  of  that  medium  has  been  expressly  excepted.  The 
contract  is  complete  as  from  the  posting  of  the  acceptance,  even  though  a 
letter  revoking  the  offer  is  already  on  the  way,  or  though  the  letter  of 
acceptance  may  never  reach  its  destination.  It  would  seem  to  follow  that 
an  offerer  may  at  his  option  treat  a  telegram  revoking  an  acceptance 
despatched  subsequently  thereto  as  not  cancelling  the  acceptance.  An  offer 
may  be  accepted  within  such  time  as  the  offerer  prescribes,  or,  in  the 
absence  of  special  provision  on  the  subject,  within  a  reasonable  time. 
Unless  so  accepted  it  may  be  revoked  or  will  lapse.     The  death  of  either 


244  CONTKACT 

promiser  or  promisee  before  acceptance  also  causes  an  offer  to  lapse.  Offers 
are  distinguishable  from  mere  invitations  to  transact  business,  or  puffery,  or 
advertisement,  by  the  fact  that  they  contemplate  the  formation  of  a  legal 
relationship. 

For  purposes  of  law  a  contract  must  further  be  evidenced  by  form  and 
consideration.  The  former  implies  a  solemn  or  deliberate  expression  of 
agreement,  while  the  latter  implies  some  burden  imposed  upon  the  promisee 
by  way  of  clinching  the  undertaking  given.  The  doctrine  of  consideration 
is  peculiar  to  English  law  and  legal  systems  based  upon  it,  but  in  the 
Scotch  and  other  systems  of  law  a  not  dissimilar  result  is  obtained  by  the 
requirement  of  stricter  proof  of  a  deliberate  intention  in  the  case  of  a 
gratuitous  promise. 

The  most  important  contract  in  respect  of  form  is  the  deed  or  contract 
under  seal,  the  validity  of  which  depends  wholly  upon  its  form  and  not 
upon  proof  of  agreement  or  consideration.  A  deed  consists  of  paper  or 
parchment  inscribed  artificially  or  by  hand  with  certain  provisions,  and 
"  signed,  sealed,  and  delivered."  The  following  contracts  must,  under 
various  statutes,  take  this  form :  a  lease  of  land,  tenements,  or  heredita- 
ments for  more  than  three  years ;  a  transfer  of  a  British  ship  or  any  share 
therein ;  a  transfer  of  shares  in  a  company  within  the  Companies  Acts ; 
and  a  sale  of  sculpture  with  copyright.  Corporations  aggregate  also  can,  as 
a  rule,  only  be  bound  by  contracts  under  the  corporate  seal,  and  annuities 
cannot  be  created  or  assigned  or  released  inter  vivos  except  by  deed.  A 
deed  has  these  legal  characteristics:  —  (1)  Previous  negotiations  and 
agreements  made  in  a  less  deliberate  manner  with  the  same  transaction 
in  view  become  merged  in  it ;  (2)  The  maker  is  estopped  from  denying  that 
the  terms  of  the  engagement  are  otherwise  than  as  stated  in  it ;  (3)  It  is 
valid,  though  no  value  has  been  given  for  it ;  and  (4)  The  right  of  action 
arising  out  of  it  may  be  exercised  within  twenty  years. 

Less  important  than  the  deed  is  the  simple  contract,  to  the  validity  of 
which  consideration  is  essential,  and  which  may  be  made  with  or  without 
some  formality  other  than  sealing  and  delivery.  One  statutory  require- 
ment is  that  of  the  Statute  of  Frauds  (29  Car.  IT.  [1677],  c.  3,  sec.  4),  which 
is  sufficiently  important  to  be  quoted  in  extenso : — No  action  shall  be 
brought  whereby  to  charge  any  executor  or  administrator  upon  any  special 
promise  to  answer  damages  out  of  his  own  estate ;  or  whereby  to  charge  the 
defendant  upon  any  special  promise  to  answer  for  the  debt,  default,  or  mis- 
carriage of  another  person ;  or  to  charge  any  person  upon  any  agreement 
made  in  consideration  of  marriage ;  or  upon  any  contract  or  sale  of  lands, 
tenements,  or  hereditaments,  or  any  interest  in  or  concerning  them ;  or 
upon  any  agreement  that  is  not  to  be  performed  within  the  space  of  one 
year  from  the  making  thereof;  unless  the  agreement  upon  which  such 
action  shall  be  brought,  or  some  memorandum  or  note  thereof,  shall  be  in 
writing,  and  signed  by  the  party  to  be  charged  therewith,  or  some  other 
person  thereunto  by  him  lawfully  authorised.  Then,  by  the  Sale  of  Goods 
Act  1893  (56  &  57  Vict.  c.  71,  sec.  4),  a  contract  for  the  sale  of  any  goods 
of  the  value  of  £10  or  upwards  is  not  enforceable  by  action  unless  part  of 
the  goods  have  been  accepted  by  the  buyer,  or  unless  something  has  been 
given  by  the  buyer  by  way  either  of  earnest  or  of  part  payment,  or  unless 
some  note  or  memorandum  in  writing  of  the  contract  has  been  made  and 
signed  by  the  party  to  be  charged,  or  his  agent  in  that  behalf.  Bills  of 
exchange  (including  promissory  notes),  and  the  acceptance  thereof,~must  be 
in  writing  in  accordance  with  the  Bills  of  Exchange  Act  1882  (45  &  46 
Vict.  c.  61,  sees.  1,  17,  and  83).     Writing  is  also  required  for  assignments 
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of  copyright  and  acknowledgments  of  debts  sought  to  be  exempted  from 
the  operation  of  the  Statutes  of  Limitations.  Lastly,  contracts  of  marine 
insurance  must  be  contained  in  policies,  and  special  forms  are  necessary  to 
bring  various  agreements  within  certain  Acts  (cp.  the  Companies  Acts,  the 
Bills  of  Sale  Acts,  etc.). 

"  Consideration"  says  Sir  W.  R.  Anson  (Principles  of  the  English  Law 
of  Contract,  ii.  2,  4),  "is  something  done,  forborne,  or  suffered  by  the 
promisee  in  respect  of  the  promise."  It  may  be  either  money  or  goods,  or 
an  act,  or  an  obligation.  The  burden  of  it  must  be  undertaken  with 
reference  to  the  promise  made,  both  elements  being  necessary  to  complete 
the  transaction.  A  promise  before  consideration  is  a  mere  offer,  and  a 
benefit  or  gain  sustained  in  the  past  is  no  consideration,  being  merely  a 
sentimental  motive  to  action.  As  we  have  seen,  consideration  is  not 
essential  to  the  validity  of  a  deed ;  but  in  all  simple  contracts  by  parol, 
whether  in  writing  or  otherwise,  it  must  be  present.  When  writing  is 
employed,  both  the  promise  and  the  consideration  ought  to  appear  therein. 
In  bills  of  exchange  and  negotiable  instruments,  however,  consideration  is 
presumed  until  the  contrary  is  shown ;  and  guarantees  need  not  show  the 
consideration  as  well  as  the  promise  (Mercantile  Law  Amendment  Act 
1856,  19  &  20  Vict.  c.  97,  sec.  3).  Consideration  need  not  be  a  substantial 
quid  pro  quo  in  amount,  but  inadequacy  of  consideration  may  be  adduced 
as  evidence  of  fraud.  A  merely  moral  consideration,  as  performance  of  a 
public  duty,  is  clearly  insufficient,  but  a  once  existent  legal  right  become 
without  a  remedy,  as  a  debt  barred  by  the  Statutes  of  Limitations,  may  be 
consideration  for  a  promise  in  respect  thereof.  But  an  impossible  or  illegal 
consideration  will  not  make  a  promise  enforceable. 

Capacity  of  the  Parties. — Not  every  one  is  in  law  capable  of  binding 
himself  by  a  promise,  or  of  enforcing  a  promise  made  by  another  to  him. 
Sometimes  the  incapacity  is  total,  sometimes  it  is  only  partial.  (1)  Aliens 
cannot  acquire  property  in  a  British  ship,  nor  during  hostilities  with  his 
country  can  an  alien  enemy,  not  having  permission  from  the  Crown,  enter 
into  or  enforce  contracts  within  the  jurisdiction  of  our  law.  Foreign  states 
and  sovereigns  and  their  representatives  are  not  liable  to  the  jurisdiction 
unless  they  have  expressly  submitted  to  it.  (2)  Persons  convicted  of  treason 
or  felony  cannot,  whilst  undergoing  sentence,  enter  into  or  enforce  contracts. 
(3)  Corporations,  being  artificial  entities,  can  only  contract  through  agents, 
and,  being  the  creation  of  the  law,  they  can  only  contract  in  the  limited 
manner  allowed  by  the  law  creating  them.  Subject  to  that  a  corporation 
may  contract  as  a  natural  person.  (4)  Professional  status  disqualifies  in 
some  cases,  e.g.  a  barrister's  services  as  advocate  cannot  be  the  subject  of  a 
binding  contract.  (5)  Married  women  incur  no  personal  liability  on  their 
contracts,  but  may  contract  in  respect  of  and  to  the  extent  of  their  separate 
estates,  except  so  far  as  they  have  by  settlements  been  restrained  from 
anticipation  thereof.  In  Scotland,  where  the  common  law  gave  the  husband 
control  over  the  wife's  movables,  married  women  now  enjoy  a  contractual 
capacity  but  little  inferior  to  that  allowed  by  the  law  of  England.  (6)  By 
the  Infants'  Relief  Act  1874  (37  &  38  Vict.  c.  62,  sees.  1,  2),  all  contracts 
whatsoever  by  infants  for  the  repayment  of  money  lent  or  to  be  lent,  or  for 
goods  supplied  or  to  be  supplied  (but  not  contracts  for  necessaries),  and  all 
accounts  stated  with  infants,  are  void,  and  no  promise  made  after  full  age  to 
pay  a  debt  contracted  during  infancy,  or  ratification  made  after  full  age  of 
a  promise  or  contract  made  during  infancy,  is  actionable.  Subject  to  that, 
and  with  the  exception  of  contracts  for  necessaries,  an  infant's  contracts  are 
voidable  either  before  or  on  attainment  of  majority.     What  are  necessaries 
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must  be  decided  in  every  case  from  a  consideration  of  all  the  circumstances, 
the  quality  and  quantity  of  the  goods  supplied,  the  station  in  life  of  the 
infant,  and  any  peculiar  circumstances  affecting  him  at  the  time  of  making 
the  contract,  being  the  principal  elements  to  be  taken  into  account.  In 
Scotland  minor es  puberes  (between  14  and  21)  can  perform  all  usual  acts  of 
business  without  assistance,  but  deeds  granted  during  minority,  if  to  the 
minor's  disadvantage,  are  reducible  within  four  years  after  attaining 
majority  (quadriennium  utile).  If  a  minor  has  curators  the  latter  must 
consent  to  all  acts  of  importance.  (7)  Lunatic  and  drunken  persons, 
absolutely  incapable,  to  the  knowledge  of  the  other  party  to  the  transaction, 
of  understanding  the  consequences  of  their  acts,  may  claim  to  be  relieved  of 
contractual  obligations  formed  by  them  and  not  ratified  by  them  afterwards 
whilst  in  a  lucid  or  sober  state. 

Unreality  of  Consent  and  Illegality. — Under  this  title  we  have  to 
consider  (1)  Transactions,  the  consent  to  which  is  vitiated  by  mistake,  mis- 
representation, fraud,  duress,  or  undue  influence;  and  (2)  Transactions 
declared  illegal  by  statute  or  wrongful  by  the  common  law,  either  as  aiming 
at  crime  or  tort,  or  as  being  against  public  policy. 

By  mistake  here  is  meant,  not  mistake  of  expression,  which  is  matter 
for  interpretation  according  to  the  rules  of  evidence,  but  mistake  of  in- 
tention going  to  the  root  of  the  contract.  This  may  arise  either  in  respect 
of  the  parties  to  the  contract,  or  in  respect  of  the  matter,  and  it  may  be  the 
consequence  of  the  act  or  acts  of  either  or  both  parties,  or  of  the  act  of 
some  third  party.  Proof  of  the  mistake  can  only  be  derived  from  what  has 
actually  been  said  or  done,  but  assistance  will  not  be  given  to  one  who  might 
with  reasonable  care  have  avoided  being  mistaken.  Thus  failure  to  read  a 
document  before  signing  it  cannot  be  pleaded,  but  a  blind  man  will  not  be 
bound  by  a  document  signed  by  him  the  contents  of  which  were  not 
correctly  read  over  to  him.  Contracts  thus  affected  in  essentialibus  by  mis- 
take are  void,  even  though  they  have  been  partly  executed,  and  the  parties 
are  entitled  to  be  put  back  as  far  as  can  be  into  their  original  position. 

As  to  misrepresentation,  a  point  to  be  kept  in  mind  is  that  in  promoting 
business  a  certain  amount  of  puffery  or  advertisement  is  allowed,  and  that 
mere  expression  of  opinion  or  innocent  misstatement  of  fact  is  not  always 
sufficient  to  avoid  a  contract.  In  the  case  of  contracts  uberrimae  fidei,  such 
as  contracts  for  the  sale  of  land,  family  settlements,  contracts  of  marine,  fire, 
and  life  insurance,  and  the  allotment  of  shares  in  companies,  a  burden  is 
thrown  upon  parties  having  a  peculiar  knowledge  to  make  a  full  disclosure 
of  all  material  facts,  and  in  these  cases  even  inadvertent  omission  to  make 
such  disclosures  will  be  cause  for  avoidance.  Subject  to  what  has  just  been 
said,  material  misrepresentation,  though  innocently  made,  will  afford  a 
ground  for  relief  from  the  liabilities  of  a  contract  brought  about  by  such 
misrepresentation.  It  is  essential  that  the  representation  made  forms  an 
integral  part  of  the  contract  sought  to  be  rescinded  on  account  thereof,  for, 
if  it  is  not  a  substantive  part  of  the  contract,  it  may  give  rise  to  compen- 
sation in  damages,  but  not  to  rescission. 

Fraud  is  defined  by  Anson  (ut  supra,  ii.  4,  3)  as  "  a  false  representation 
of  fact,  made  with  a  knowledge  of  its  falsehood,  or  recklessly,  without  belief 
in  its  truth,  with  the  intention  that  it  should  be  acted  upon  by  the  com- 
plaining party,  and  actually  inducing  him  to  act  upon  it."  Besides  being 
a  ground  for  invalidating  a  contract,  fraud  is  itself  an  actionable  wrong, 
thus  differing  from  misrepresentation,  which  does  not  give  rise  to  an  action 
ex  delicto,  i.e.  of  deceit.  A  clear  knowledge  of  the  falsehood  need  not 
always  be  shown,  for  reckless  misstatements,  if  intended  to  be  acted  upon, 
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may  constitute  fraud.  There  must  be  an  active  intention  to  deceive,  and 
this  will  be  rebutted  by  proof  of  hdnesfc  belief.  Weighty  matters  for  con- 
sideration are  that  there  were  no  reasonable  grounds  for  the  belief,  and  that 
the  maker  of  the  statement  had  only  imperfect  means  of  knowledge.  Con- 
cealment without  intent  to  deceive  is  not  fraud,  for  caveat  emptor  is  a 
recognised  principle  in  commercial  law,  and  a  vendor,  e.g.,  is  not  liable  in 
respect  of  latent  defects  unless  he  has  warranted  their  non-existence.  The 
actual  communication  need  not  be  to  the  party  acting  on  the  faith  of  it  if 
the  intention  was  that  he  should  act  upon  it.  The  right  resulting  in  cases 
of  fraud  is  a  twofold  one,  a  right  to  rescind  the  contract  and  a  right  to  an 
action  for  the  deceit,  but  rescission  will  not  be  allowed  if  the  contract  has 
been  affirmed  after  full  knowledge  of  the  facts,  or  if  the  parties  cannot  be  put 
in  their  original  position,  or  if  third  parties  have  in  the  meantime  acquired 
a  legal  title  to  the  property  handed  over  as  the  result  of  the  fraud. 

Duress  and  undue  influence  may  be  considered  together.  The  former 
means  constraint  upon  a  person's  free  will  by  the  application  or  threat  of 
extreme  violence  to  the  person  himself,  or  to  his  wife,  parent,  or  child.  The 
latter  means  an  unconscientious  use  of  power  arising  out  of  the  peculiar 
circumstances  and  conditions  of  the  contracting  parties.  There  is  a  pre- 
sumption against  one  who  seeks  to  enforce  a  gratuitous  promise  or  a  promise 
without  adequate  consideration,  and,  while  it  is  a  rule  that  every  one  must 
reasonably  look  after  his  own  interests,  the  relative  position  or  individual 
circumstances  of  the  parties  may  per  se  raise  a  presumption  of  undue 
influence.  One  in  present  need,  or  inexperienced,  or  uneducated,  entering 
into  unconscionable  bargains  with  another  in  a  relatively  advantageous 
position,  is  entitled  to  the  protection  of  the  law,  and  parents,  spiritual 
advisers,  medical  men,  solicitors,  trustees,  guardians,  money-lenders,  and  the 
like,  may  be  called  upon  to  show  that  they  dealt  at  arm's  length  with  those 
in  the  corresponding  relationship  to  them,  and  that  they  took  no  unreasonable 
advantage  from  their  position. 

Whether  a  transaction  struck  at  by  statute  is  rendered  void,  or  merely  a 
penalty  is  imposed  without  affecting  its  enforceability,  must  in  every  case 
depend  upon  the  construction.  It  is  also  a  question  of  construction  or  fact 
whether  a  general  principle  is  laid  down,  or  whether  the  application  of  the 
rule  is  limited.  In  all  cases  of  illegality  it  is  important  to  see  whether  the 
contract  is  indivisible  or  divisible ;  for,  if  the  illegal  consideration  is  in 
respect  of  a  promise  capable  of  severance  from  the  other  parts  of  the  con- 
tract, the  good  portion  of  the  contract  will  stand.  Further,  as*  the  law 
assists  neither  of  two  equally  guilty  parties,  it  follows  that  he  who  has 
gained  any  advantage  through  an  illegal  transaction  will  be  able  to  retain 
it  as  against  the  other.  So  far  as  statute  law  is  concerned  the  Gaming  Acts 
are  important,  as  well  as  various  Acts  passed  for  the  protection  of  the 
revenue,  or  for  the  regulation  of  dealings  in  certain  classes  of  goods,  or  with 
certain  classes  of  persons,  or  at  certain  times  and  seasons.  Agreements 
illegal  by  the  common  law  are  such  as  injure  the  state  in  its  relations  with 
other  states,  or  tend  to  injure  the  public  service  (as  by  the  sale  of  official 
situations  or  the  assignment  of  the  salaries  thereof),  or  aim  at  the  com- 
mission of  indictable  offences  or  civil  wrongs,  or  tend  to  pervert  the  course  of 
justice  (as  to  stifle  prosecutions),  or  tend  to  the  abuse  of  legal  process  (as 
where  one  who  has  no  real  interest  in  litigation  is  maintained  therein  by 
another,  or  where  a  suit  is  maintained  contrary  to  law  for  a  share  of  the 
proceeds),  or  are  contrary  to  good  morals,  or  affect  a  person's  liberty  to 
many,  or  are  in  restraint  of  trade.  In  the  case  of  the  last  mentioned  the 
test  is,  Does  the  covenant  exceed  what  is  necessary  for  the  protection  of  the 
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covenantee  ?  the  answer  to  which  question  must  depend  upon  all  the  cir- 
cumstances of  the  case. 

Interpretation  of  Contracts. — The  common  intention  of  the  parties  is 
here  the  main  object,  and  will  be  found  from  a  consideration  of  all  the  facts 
and  circumstances.  The  fundamental  test  is,  What  is  the  reasonable  con- 
struction of  the  language  used  or  the  acts  done  ?  So,  while  in  formal 
contracts,  like  policies  of  marine  insurance,  technical  terms  will  be  given 
their  technical  meanings,  in  contracts  having  no  stereotyped  forms  such 
terms  may  be  treated  as  merely  conventional  expressions. 

Bights  and  Liabilities  resulting  from  Contract. — Each  party  to  a  contract 
has  a  right  to  due  performance  by  the  other.  Any  performance  differing 
materially  from  that  agreed  upon  need  not  be  accepted,  and  if  personal 
skill  and  confidence  are  bargained  for,  the  contract  cannot  be  fulfilled 
through  the  agency  of  third  parties.  As  to  the  employment  of  agents,  see 
"Agency."  Third  parties,  unless  interested  in  the  contract  with  the  con- 
sent of  both  parties,  have  no  rights  or  liabilities  under  it ;  and  so  a  person 
cannot,  without  consent,  constitute  himself  the  creditor  of  another  person 
by  paying  some  debt  which  that  person  owes.  Any  debt  or  legal  chose  in 
action  is,  however,  assignable  absolutely  by  writing  under  hand  of  the 
assignor,  subject  to  any  equities  attaching  to  it,  express  notice  of  the 
assignment  being  given  in  writing  to  the  debtor  or  person  chargeable. 

The  liability  to  duly  perform  a  contract  gives  rise  on  breach  or  failure 
to  a  right  of  action  in  the  promisee  for  damages,  or  in  appropriate  cases  for 
specific  performance.  The  breach  or  failure  may  be  either  wilful  or  through 
want  of  ability.  In  either  case  it  must  be  proved  as  a  fact  from  all  the 
circumstances.  If  the  parties  themselves  specified  a  sum  to  be  paid  by  way 
of  penalty  or  liquidated  damages,  it  will  be  a  question  of  intention  whether 
the  entire  sum  or  only  the  value  of  the  damage  actually  sustained  is 
payable.  Interest  is  not  generally  claimable  as  damages  apart  from 
promise,  express  or  implied. 

Discharge  of  Contracts. — This  may  be  by  (1)  performance ;  (2)  acts  of 
the  parties  other  than  performance ;  and  (3)  operation  of  the  law.  Per- 
formance to  be  an  effectual  release  must  be  in  terms  of  the  contract.  The 
implied  rule  is  that  a  debtor  must  for  this  purpose  find  out  his  creditor. 
Tender  refused  while  not  discharging  a  debtor  gives  him  the  right  to  main- 
tain or  defend  an  action  for  breach  of  contract.  Again,  a  contract  may  by 
mutual  consent  be  waived,  and  this  should  usually  be  done  with  the  same 
formalities  with  which  the  contract  was  made,  or  a  fresh  agreement  may  be 
entered  into  by  way  of  substitution  ;  e.g.  a  new  debtor  may  be  introduced.  So 
a  declaration  of  one  party  substantially  altering  his  obligation  may  amount 
to  a  repudiation,  and  non-fulfilment  of  conditions  will  sometimes  completely 
discharge  the  other  party ;  e.g.  failure  of  a  condition  precedent  to  a  charter- 
party.  Whether  breach  of  contract  amounts  to  a  repudiation  of  the  whole 
will  be  a  question  of  fact  to  be  deduced  from  all  the  circumstances.  Lastly, 
the  right  to  sue  upon  a  contract  may  be  lost  by  consent,  or  by  virtue  of  the 
Statutes  of  Limitations  through  lapse  of  time.  The  periods  of  limitation 
are :  for  deeds,  twenty  years ;  for  simple  contract  debts,  six  years ;  infancy, 
coverture,  and  lunacy  suspending  the  running  of  the  period,  and  acknow- 
ledgment in  writing,  signed  by  the  debtor,  barring  the  use  of  the  plea.  If. 
on  the  other  hand,  a  plaintiff  gets  judgment  in  an  action  on  contract,  his 
rights  under  the  original  contract  become  merged  in  the  judgment  which 
thus  creates  a  new  obligation,  the  so-called  contract  of  record. 

John  R.  M'Ilraith. 
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Contract  Note. — On  the  Stock  Exchange,  the  account  or  state- 
ment which  a  stockbroker  sends  to  his  client,  containing  a  formal  intimation 
that  he  has  bought,  or  sold,  for  his  principal  a  certain  amount  of  stock, 
or  shares,  at  a  specified  price,  is  called  a  contract  note.  Such  contract 
notes  now  require  a  stamp  of  sixpence.  The  contract  note  usually  shows  the 
brokerage  and  charges,  and  brings  out  the  net  amount  due  to  or  by  the  stock- 
broker.    Contracts  do  not  pass  between  members  of  the  Stock  Exchange. 

In  the  Stamp  Act  of  1891  a  contract  note  means  a  note  sent  by  a 
broker  or  agent  to  his  principal  (except  where  such  principal  is  himself 
acting  as  broker  or  agent  for  a  principal),  advising  him  of  the  sale  or 
purchase  of  any  stock  or  marketable  security.  Where  the  note  is  for 
or  in  respect  of  any  stock  or  marketable  security  of  the  value  of  £100 
or  upwards,  the  stamp  duty  is  one  shilling,  denoted  by  an  adhesive  stamp. 
AY  here  the  value  is  above  £5,  and  under  £100,  the  stamp  duty  is  one 
penny,  and  when  the  value  is  below  £5  no  stamp  is  necessary. 

In  addition  to  the  above  meaning,  the  term  "  Contract  Note  "  is  also 
applied  to  bought  and  sold  notes  issued  by  brokers  in  respect  of 
commodities.    (See  "Bought  and  Sold"  Notes.) 

Contributory. — A  contributory  is  defined  by  the  Companies  Act 
1862,  sec.  74,  as  "  .  .  .  every  person  liable  to  contribute  to  the  assets  of  a 
company,  under  this  Act,  in  the  event  of  the  same  being  wound  up."  This 
includes  existing  members,  and  all  past  members  who  have  ceased  to  be 
members  within  a  year  of  the  winding  up.  (See  "Companies,  Winding 
up.") 

Convention  Of  Royal  Burghs.— From  the  very  earliest 
period  of  Scottish  history,  free  burghs,  with  certain  privileges  and  other 
immunities,  existed  in  Scotland.  In  the  time  of  David  I.  two  combinations 
of  burghs  existed — one  a  confederacy  called  the  Hanse,  which  embraced 
the  burghs  beyond  the  "  Munth,"  from  Aberdeen  northwards ;  and  another 
burghal  parliament,  called  the  "  Court  or  Parliament  of  the  Four  Burghs," 
which  consisted  of  the  four  leading  burghs  of  Scotland  —  Edinburgh, 
Stirling,  Roxburgh,  and  Berwick.  On  the  two  last  burghs  falling  into  the 
hands  of  the  English,  Lanark  and  Linlithgow  were  substituted  in  their 
stead,  so  long  as  they  were  holden  by  England.  These  four  burghs  were 
each  represented  in  the  Court  or  Parliament  of  the  Four  Burghs  by  four 
burgesses,  the  total  burghal  representation  being  sixteen  of  the  leading 
burgesses  of  these  four  burghs.  The  Court  of  the  Four  Burghs  was  presided 
over  by  the  Lord  High  Chancellor  of  Scotland.  It  was  an  ultimate  court 
of  appeal  with  respect  to  all  matters  that  regarded  either  the  internal 
constitution,  interests,  or  police  of  the  royal  burghs.  Its  decrees  were 
declared  to  be  equally  final  and  conclusive  in  all  affairs  belonging  to  its 
jurisdiction,  as  those  of  the  Scottish  Parliament  in  other  matters.  Its 
meetings  were  held  originally  at  Haddington,  but  King  James  II.  by 
charter  in  1454  appointed  them  to  be  held  in  Edinburgh.  That  charter 
sets  forth  that  in  the  time  of  his  father  James  I.  they  had  been  held  in 
Edinburgh.  In  1405  the  sphere  of  the  Convention  was  extended  by  the 
inclusion  of  all  the  burghs  south  of  the  Spey.  In  1487  its  numbers  were 
further  increased  by  the  inclusion  of  all  the  burghs  south  and  north  of  that 
river.  The  statutes  extending  the  Convention  ordained  it  to  meet  yearly 
at  Inverkeithing  "  to  commoun  and  trete  apoun  the  welefare  of  merchandes, 
the  gude  rewle  and  statutis  for  the  commoun  proffit  of  burrowis,  and  to 
provide  for  remede  apoun  the  scaith  and  injuris  sustenet  within  burrowis.'" 
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That  statute  was  on  several  occasions  confirmed  by  subsequent  Parliaments. 
In   1879  the  parliamentary  burghs,  and   in   1895    the  police    burghs   of 
Scotland,  were  authorised  by  Parliament  to  join  the  Convention.    The  powers 
of  the  Lord  High  Chancellor  gradually  declined,  and  his  attendance  at  the 
meetings  of  the  Convention  became  infrequent.     The  last  occasion  on  which 
he  is  recorded  as  being  present  was  in  November  1550.     Through  a  long 
usage  the  Lord  Provost  of  Edinburgh,  when  the  Convention  meets  there,  is 
elected  its  preses.     The  Convention  has  itself  from  a  remote  period  fixed  the 
place  of  its  annual  meetings,  and  the  commissioner  of  the  burgh  in  which 
the  meeting  is  held  is  usually  elected  preses  for  the  year  ensuing.     The 
last  Convention  consisted  of  147  burghs  and  297  members.     Edinburgh  is 
represented  by  two  commissioners  and  two  assessors.     All  the  other  burghs 
have  one  commissioner  and  one  assessor.     The  latter  has  only  a  right  to 
vote  in  the  absence  of  the  commissioner  of  his  burgh.     Each  commissioner 
has  one  vote.     The  scope  of  the  Convention  included  the  administration  of 
everything  affecting  the  burghs  of  Scotland  in  their  internal  administration, 
or  their  commercial  relations  at  home  and  abroad.     It  regulated  the  mer- 
chandise, manufactures,  and  shipping  of  the  country ;  it  sent  commissioners 
to  foreign  powers,  and  entered  into  treaties  with  them ;  it  established  the 
staple  trade  of  Scotland ;  it  allocated  among  the  burghs  their  proportion  of 
all  taxes  granted  by  Parliament,  and  it  has  still  to  pay  the  quotas  of  any 
general  tax  exigible  from  the  burghs  due  by  any  defaulting  burgh.     Sir 
James  Marwick  thus  describes  the  functions  of  the  Convention :  "  In  a 
word,  it  formed  a  complete  and  powerful  organisation  for  the  protection  of 
burghal   rights  and   privileges,  and  for   the  promotion   of  whatever  the 
burghs   conceive   to   be  for  their  own  interest  and   that  of   the   country 
generally."     The  powers  of  the  Convention  were  reserved  by  the  Act  of 
Union  with  England.     Its  meetings  have  been  continuously  and  regularly 
held,  but  its  powers,  while  not  repealed  by  statute,  have  in  practice  been 
modified   by   modern   usage   and   legislation.      Its   decrees,   however,  are 
still  enforceable  by  summary  diligence,  and  it  possesses  the  power  of  fine 
and  imprisonment  over  its  members,  and  in  all  questions  between  burgh 
and  burgh,  and  burgesses  of  free  burghs,  its  decisions  are  final.     It  has 
still  a  power  of  assessment  over  the  funds  of  burghs  for  the  funds  required 
for  its  administration  and  other  purposes,  such  as  supporting  individual 
burghs  in  maintaining  their  rights  and  privileges,  and  assisting  them  in 
their  actions  at  law,  and  in  promoting  legislation  affecting  burghs.     Many 
beneficial  statutory  measures  affecting  Scotland  have  been  promoted  and 
carried  through  Parliament  by  the  Convention.     Among  the  more  recent 
are  those  creating  the  Scottish  Department  of  State ;  the  Private  Legisla- 
tion  Procedure   (Scotland)   Act   1899 ;   the  Acts  establishing  a  General 
System   of  Police  in   the  Burghs  of  Scotland,  including  the  creation  of 
communities  of  700  and  upwards  into  Police  Burghs ;  the  Town  Councils 
(Scotland)  Act  1900  ;  the  abolition  of  the  Cess,  or  Land  Tax,  in  Eoyal 
Burghs.     Those  Acts  have  been  of  vital  assistance  to  the  smaller  burghs, 
which  were  unable  of  themselves  to  bear  the  expense  of  carrying  through 
such  measures.     It  usefully  continues  to  fulfil  the  original  duties  assigned 
to  it  by  the  Scots  Parliament,  of  dealing  with  the  "  welefare  of  merchandes, 
the  gude  rewle  and  statutis  for  the  commoun  promt  of  the  burro  wis " ; 
and   its  membership  being  almost  exclusively  composed  of  the  provosts, 
bailies,  and  other  members  of  town  councils  having  great  experience  in 
municipal  affairs,  it  is  an  important  deliberative  and  consultative  assembly, 
representative    of   the  local  and    municipal  government  of  the  country, 
and  actively  promoting  useful  and  practical  legislative  measures.      Lord 
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Mackenzie  and  Lord  Fullarton,  two  eminent  Scottish  judges,  in  giving 
their  decision  in  a  comparatively  recent  case  in  the  Court  of  Session,  stated 
that  "  the  Convention  is  not  a  mere  vox  et praeterea  nihil"  "The  Conven- 
tion is  a  corporation  formed  by  the  whole  burghs  united."  "  The  Convention 
is  merely  the  representative  of  the  Corporation."        William  Officer. 

Conventional  Tariff. — A  term  applied  to  agreements,  or 
regulations,  under  which  a  fixed  value  of  conversion  is  taken,  and  not  the 
exact  intrinsic  value,  when  changing  from  one  currency  to  another.  Thus, 
the  legal  conventional  tariff  value  of  an  English  sovereign  in  Portugal  is 
5  3 \  pence  per  milreis,  whereas  the  pure  value  of  a  milreis  is  only 
53*284  pence.  In  connection  with  postal  agreements  with  other  countries 
the  values  are,  as  a  rule,  fixed  only  approximately.  Thus,  10  centimes  are 
usually  taken  as  identical  with  one  penny,  but  10  centimes  are  worth 
•00396  of  a  sovereign,  and  the  value  of  a  penny  is  "00417  of  a  sovereign. 
The  British  currency  is  thus  depreciated  to  the  extent  of  about  5  per  cent 
of  its  real  value,  and  while  this  may  be  of  no  moment  in  small  amounts, 
it  becomes  a  very  serious  item  where  large  sums  are  involved.  In 
advancing  loans  to  foreigners  a  conventional  tariff  has  usually  been 
adopted,  of  25  instead  of  25'2215  francs  to  the  sovereign,  and  of  48  instead 
of  49*3 16  pence  to  the  dollar.  This  has  resulted  in  considerable  loss  to 
British  investors  as  a  whole. 

Conversion  is  the  transformation  of  one  class  of  security  into 
another.  Thus  a  company  having  debentures  redeemable  at  the  end  of  a 
certain  period  may  convert  these  debentures  into  debenture  stock  not 
redeemable  at  all.  The  consideration  given  to  the  debenture  holders  may 
be  an  increased  rate  of  interest,  but  the  company  may  be  compelled  to 
issue  the  debenture  stock  at  a  lower  rate  of  interest  than  the  redeemable 
debentures  in  consequence  of  the  financial  position  of  the  company.  In 
such  a  case  as  the  latter  the  debenture  holders  are  simply  compelled  to 
accept  the  reduction  on  the  rate  of  interest,  as  otherwise  they  may  lose 
everything  through  compelling  the  company  to  meet  its  obligation  to  pay 
off  the  debentures  when  they  are  due.  Another  example  is  the  case  where 
a  Government  issues  a  new  form  of  Government  stock  at  a  lower  rate  of 
interest  than  the  Government  stock  which  is  converted  or  cancelled. 
Conversions  are  as  a  rule  breaches  of  faith,  but  they  are  occasionally 
unavoidable. 

Copartnery*     See  Partnership. 

Copyhold. — This  English  estate  in  land  originated  in  tenure  in 
villenage,  that  is  to  say,  the  tenure  of  the  portion  of  a  manor  granted  by 
the  lord  to  villeins  for  base  services.  Originally  the  tenure  was  at  the  will 
of  their  lord,  but  this  has  long  ceased  to  be  so  in  practice.  Still,  the  seisin 
or  feudal  possession  is  theoretically  not  in  the  copyholder,  but  in  the  lord 
of  the  manor.  The  minerals  and  timber  are  owned  by  the  lord,  but  he 
cannot  enter  to  take  them  without  the  consent  of  the  copyholder,  unless 
there  is  in  any  manor  a  custom  to  the  contrary.  A  copyhold  can  be 
enfranchised  either  at  Common  Law  or  under  the  various  Copyhold  Acts. 
The  manorial  system,  with  its  copyhold  tenants,  must  have  formerly  exten- 
sively prevailed  in  Scotland.  (See  an  article  by  the  present  writer  in  the 
Juridical  Review  for  March  1903,  "  An  Ancient  Scottish  Manor.") 

W.  J.  K  LlDDALL. 
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Copyright  is  the  right  of  multiplying  copies  of  an  original  work 
of  art  or  literary  composition.  It  is  a  monopoly  created  by  law.  Copy- 
right is  now  governed  by  5  &  6  Vict.  cap.  45,  and  subsequent  amending  Acts. 

The  copyright  of  original  books,  including  pamphlets,  sheets  of  letter- 
press, sheets  of  music,  maps,  charts,  and  plans,  or  translations,  is  protected 
for  forty-two  years  from  the  date  of  publication,  or  for  the  author's  life 
and  for  seven  years  after,  whichever  period  is  the  longer.  The  first 
publication  of  the  book  must  have  been  in  the  United  Kingdom.  Plays 
and  musical  compositions  are  protected  for  the  same  periods  as  books,  but 
the  time  runs  from  the  publication,  or  representation,  whichever  happens 
first.  It  is  an  infringement  of  copyright  to  dramatise  a  copyright  book. 
The  period  of  copyright  in  the  case  of  engravings,  prints,  lithographs, 
sculpture,  and  busts,  is  fourteen  years,  and,  in  the  case  of  paintings,  draw- 
ings, and  photographs,  the  life  of  the  author,  and  seven  years  after  his 
death. 

Under  the  Patents,  Designs,  and  Trademarks  Act  1883,  any  new  or 
original  design  not  previously  published  in  Great  Britain  may  be  registered 
by  the  owner  for  particular  classes  of  goods,  and  by  such  registration 
copyright  is  secured  for  five  years. 

Corner. — To  corner  a  security  or  saleable  commodity  is  to  purchase 
sufficient  of  it  as  to  practically  denude  the  market,  so  that  those  who  have 
speculatively  sold  it  with  the  view  of  being  able  to  purchase  it  back  again 
at  a  cheaper  rate  are  unable  to  obtain  it  except  by  going  to  those  who  have 
produced  the  corner  and  paying  any  price  which  they  may  demand  for  it. 
To  make  a  corner  successfully  the  security  or  commodity  must  be  of  limited 
amount.  On  the  Stock  Exchange  corners  are  often  made  in  new  securities. 
Fictitious  dealings  in  these  new  securities  are  entered  into  on  the  market, 
and  by  this  means  jobbers  are  induced  to  sell  the  shares,  not  knowing  that 
the  shares  of  the  new  company  are  in  the  hands  of  the  unscrupulous  indi- 
viduals who  are  making  a  corner.  At  the  time  of  settlement,  when  the 
sellers  are  called  upon  to  hand  over  the  shares  they  have  sold  they  have  to 
pay  any  price  which  the  ring  who  engineered  the  corner  like  to  demand. 

Corporate  Accountant.    See  Accountant. 

Corporation  Duty. — This  is  a  duty  imposed  by  the  Customs 
and  Inland  Kevenue  Act  1885,  upon  property  vested  in  or  belonging  to 
bodies  corporate  or  unincorporate.  Property  vested  in  or  belonging  to 
corporations  escapes  the  usual  death  duties,  and  this  duty  is  levied  as  an 
equivalent  for  the  death  duties.  The  duty  is  at  the  rate  of  £5  per  cent, 
and  is  chargeable  upon  the  annual  value,  income,  or  profits  of  such 
property. 

Cost  Accounts  Suitable  to  Jobbing  Trades- 
men. 
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It  is  a  comparatively  simple  matter  to  design  a  complete  and  efficient 
system  of  Cost  Accounts  in  the  case  of  a  large  undertaking  which  is  able 
to  afford  the  expense  that  such  a  system  necessarily  involves.     In  the  case 
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of  small  and  medium  sized  manufacturing  businesses,  however,  the  problem 
is  of  far  greater  difficulty,  partly  because  the  profits  do  not  justify  the  em- 
ployment of  a  large  number  of  skilled  book-keepers,  and  partly  because  the 
works  do  not  contain  sufficient  room  for  their  accommodation.  Moreover, 
while  a  complete  system  of  organisation  is  absolutely  essential  if  a  large 
factory  is  to  be  successfully  conducted,  it  would  be  found  unsuitable 
altogether  in  the  case  of  a  smaller  undertaking,  where  the  rigid  distinc- 
tion between  departments  cannot  be  so  closely  observed,  and  every  one  is 
expected  to  lend  a  hand  to  whatever  may  be  going  on  at  the  time.  The 
jobbing  tradesman,  even  if  in  a  comparatively  large  way  of  business,  cannot 
— or  does  not — keep  a  large  staff  of  book-keepers,  and  it  is  therefore 
imperative  that  any  system  of  Cost  Accounts  that  may  be  devised  for  his 
use  shall  be  one  entailing  only  a  very  small  amount  of  additional  labour, 
and,  moreover,  one  that  does  not  make  unreasonable  demands  upon  the 
skill  of  the  book-keeper. 

These  limitations  being  admitted,  it  follows  that  a  system  of  Cost 
Accounts  that  accountants  would  regard  as  perfect  cannot  be  aimed  at ; 
but  the  importance  of  reliable  cost  records  in  the  case  of  every  manu- 
facturing business  is  such  that  it  is  absolutely  essential  that  some  reasonably 
efficient  system  should  in  all  cases  be  employed.  Such  a  system  will  be 
described  in  the  course  of  the  present  article.  It  will  be  found  equally 
applicable  to  the  transactions  of  small  builders,  decorators,  plumbers,  iron- 
mongers, gas  and  electric  light  fitters,  etc. ;  and  although,  by  reason  of  its 
general  applicability,  it  must  necessarily  be  described  in  this  article  in 
somewhat  general  terms,  it  is  thought  that  no  difficulty  will  be  experienced 
in  applying  the  system  here  described  to  the  accounts  of  any  particular 
undertaking. 

Such  a  business  as  is  here  being  considered  will  be  found  usually  to 
possess  the  ordinary  books  of  account  necessary  for  the  keeping  of  the  books 
by  single-entry,  namely  Cash  Book,  Day  Book,  Invoice  Book,  Wages  Book, 
Bought  Ledger,  Sold  Ledger,  and  perhaps  also  a  Private  Ledger.  It  is  desirable 
that  so  far  as  possible  these  should  be  continued  upon  the  same  lines,  as  by 
that  means  the  necessity  of  familiarising  the  book-keeper  with  too  many 
new  things  at  the  same  time  is  avoided.  It  is  desirable,  however,  that  steps 
should  be  taken  to  see  that  all  cash  transactions  are  passed  through  the 
bank.  In  respect  of  wages  this  is  perhaps  rarely  possible  in  its  entirety ; 
but  no  difficulty  arises  in  drawing  a  cheque  for  something  slightly  in  excess 
of  the  actual  total  that  will  be  required,  and  paying  the  change  again  into 
the  bank,  this  item  of  "  change  "  appearing  as  a  cross-entry  in  the  Cash 
Book,  and  the  wages  at  the  actual  figure  that  was  eventually  paid. 

The  only  new  books  that  are  absolutely  essential  are  a  Bought  Book  and 
a  Prime  Cost  Book.     The  Bought  Book  should  be  in  the  following  form : — 

Bought  Book 
For  the  Month  of. 19 


No.  of 
Invoice. 

Date  of 
Invoice. 

From  whom 
Purchased. 

Nature  of  Goods. 

B.  L. 

Fo. 

Amount, 
of  Invoice. 

P.  C.  B. 
Fo. 

Special 
Accounts. 

Stores. 

(This  column  should 
contain     such    in- 
formation   as   will 
assist  in  dissecting 
the  "stores"  pur- 
chased    into     the 
various  headings  or 
departments.) 

£    s.    d. 

£    s.    d. 

£    >•.    d. 
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It  will  be  seen  that  the  above  form  of  ruling  provides  cash  columns  not 
merely  for  the  totals  of  the  invoices,  but  also  for  "  Special  Accounts  "  and 
"  Stores."  The  object  of  this  is  to  enable  the  purchases  to  be  analysed,  so 
that  any  goods  specially  purchased  for  any  particular  job  may  be  posted 
direct  against  that  job  in  the  Prime  Cost  Book  (to  be  hereafter  explained), 
while  those  goods  purchased  for  general  purposes  (i.e.  for  stores  or  stock) 
will  be  posted  to  an  account  so  headed  in  the  Private  Ledger.  In  the  books 
of  account  the  double-entry  is  preserved  by  crediting  the  various  merchants 
with  the  goods  bought  from  them,  debiting  the  monthly  total  of  the  "  Special 
Accounts  "  column  to  an  account  so  headed  in  the  Private  Ledger,  and  the 
monthly  total  of  the  "  Stores "  column  to  the  "  Stores  Account "  in  the 
Private  Ledger.  The  posting  of  the  individual  items  in  the  "Special 
Accounts  "  column  to  the  Prime  Cost  Book  is  something  outside  the  general 
system  of  book-keeping,  and  needs  no  double-entry.  From  an  accountant's 
point  of  view  it  would,  of  course,  be  preferable  to  make  the  Prime  Cost  Book 
self-balancing,  but  under  the  special  circumstances  of  the  case  this  is  hardly 
practicable.  If  the  business  is  of  such  a  nature  that  only  a  comparatively 
small  number  of  jobs  are  on  hand  at  one  time,  it  might  be  found  con- 
venient to  have  several  columns  for  "  Special  Accounts,"  and  devote  one 
to  each  job  or  to  each  large  job.  By  this  means  monthly  totals  might  be 
substituted  for  individual  postings  into  the  Prime  Cost  Book,  and  so  a  con- 
siderable amount  of  detail  work  be  saved. 

The  Prime  Cost  Book,  which  is  an  essential  feature  of  the  system  here 
described,  may  be  ruled  as  follows : — 


Prime  Cost  Book 
(Name  and  Address  of  Customer  here) 


Wages. 

Special  Materials. 

General  Stores. 

(Particulars 
of     order 
here,    in- 
cluding 
extras,  if 
any). 

No.  of 
Hours. 

Amount. 

Particulars. 

B.  B. 

Fo. 

Amount. 

Particulars. 

Ticket 
No. 

Amount. 

(Date  and 
No.    of 
order 
here). 

£    s.     d. 

£    s.     d. 

£    s.    d. 

It  will  be  seen  that  the  above  form  provides  a  separate  folio  for  each 
customer.  The  left-hand  page  contains  spaces  for  the  date  and  a  reference 
to  the  order  received,  and  general  particulars  of  the  nature  of  the  work 
undertaken.  The  right-hand  side  contains  space  for  the  record  of  the  prime 
cost  incurred  under  the  headings  of  "  Wages,"  "  Special  Materials,"  and 
"  General  Stores." 

The  record  of  the  expenditure  in  wages  may,  in  the  case  of  a  small 
business,  be  arrived  at  by  an  analysis  made  at  the  foot  of  the  Time  Sheets, 
dissecting  the  actual  wages  paid  to  each  worker  over  the  various  jobs  on 
which  he  has  been  employed.  As  a  rule,  however,  it  will  be  found  prefer- 
able to  employ  weekly  "  dissection  "  sheets  for  this  purpose,  which,  after 
being  done  with,  may  be  filed  away  for  future  reference  should  occasion 
arise. 
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The  form  of  this  sheet  is  given  below : — 

Wages  Dissection  Sheet 
For  the  Week  ended 19 


255 


Name  of  Total 
Workman,  ^g" 


Job 

No.-. 


Job 
No.—, 


Job 
No.—. 


£  s.  d.  £  .-•.  d.  t;  s.  d.  £  s.    d. 


Job 
No.— 


£  s.    d. 


Job 
No.— 


£  s.  d. 


Job 
No.—. 


c  j.  d. 


Job 
No.—. 


Job 

No.— 


Job 

No.—, 


£  s.  d. 


Job 

No.—, 


£  s.  d. 


Job 
No.—. 


£  s.  d. 


Job 

No.-, 


£  s.  d. 


It  will  be  found  convenient  to  include  all  petty  cash  expenditure  in- 
curred directly  on  account  of  jobs  in  the  weekly  total  of  "  wages,"  and  to 
analyse  it  out  along  with  the  regular  wages  paid  to  workmen. 

The  expenditure  on  Special  Materials  is,  as  already  stated,  derived  from 
the  "  Special  Accounts  "  column  in  the  Bought  Book,  and  calls  for  no  further 
explanation. 

It  is  in  connection  with  the  stores  that  the  greatest  difficulty  will,  in 
practice,  be  experienced.  In  the  case  of  a  large  business  the  stores  would 
be  under  the  charge  of  one  or  more  store-keepers,  whose  sole  duty  it  would 
be  to  attend  to  the  receipt  and  issue  of  stores,  and  to  see  that  each  job  gets 
properly  charged  up  with  the  value  of  the  stores  consumed.  In  the  case  of  a 
small  undertaking,  however,  this  becomes  impracticable.  In  the  first  place, 
it  is  rarely  possible  for  the  stores  to  be  so  kept  as  to  be  in  any  real  sense 
under  the  control  of  one  man.  They  must  be  kept  where  there  is  room  for 
them,  and,  as  a  consequence,  workmen  will  upon  numerous  occasions  have 
access  to  the  stores  without  the  knowledge  of  clerks  or  foremen.  The  only 
practicable  check  is  to  keep  an  account  of  what  is  stated  to  have  been 
actually  used  upon  each  job,  and  to  see  from  time  to  time  whether  this 
account  keeps  a  fair  tally  of  the  stores  that  have  been  purchased ;  or 
whether,  on  the  other  haDd,  there  is  a  continual  shortage.  Such  a  shortage 
is,  under  the  circumstances  of  the  case,  almost  inevitable  up  to  a  point ;  but 
it  should  be  borne  in  mind  that  it  must  mean  one  of  two  things — either 
carelessness  in  booking  up  to  the  jobs,  or  dishonesty  of  workpeople.  If 
therefore  the  shortage  continues,  changes  must  be  made  until  a  more  satis- 
factory position  of  affairs  is  obtained. 

The  exact  method  of  recording  the  use  of  stores  will,  of  necessity,  vary 
somewhat  according  to  the  requirements  of  the  case,  and,  in  particular, 
according  to  the  situation  in  which  they  are  placed.  Valuable  and  portable 
stores  should  (as  far  as  possible)  be  kept  in  or  near  the  office,  under  the 
eye  of  the  book-keeper,  and  should  be  given  out  to  men  on  their  explaining 
for  what  purpose  they  are  required.  Simultaneously,  a  ticket  should  be 
made  out  in  the  form  given  below,  initialled  by  the  workman,  and  placed  on 
a  file  for  use  later  on. 
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Stores  Ticket 

No 

Job 

The  following  stores  are  required  in 
connection  with  the  above  job  : — 


£    s.    d. 


{Signed) 


{Date) 


...19. 


It  is  convenient  that  these  forms  should  be  numbered  consecutively,  as 
by  this  means  the  accidental  loss  of  one  can  be  at  once  detected ;  or  a  better 
plan  is  to  have  them  bound  up  in  duplicate  "  carbon  "  books,  so  that  a 
permanent  record  remains  in  the  book  even  after  the  ticket  has  been 
removed.  With  regard  to  those  stores  which  it  is  impossible  to  keep  in  any 
way  under  the  control  of  the  clerk,  the  best  plan  appears  to  be  to  keep  a 
similar  "  carbon  "  book  where  the  goods  are  stored,  and  to  require  the  work- 
man to  fill  up  a  ticket  every  time  he  takes  any  goods,  and  to  hand  it  into 
the  office  the  next  time  he  reports  himself  there. 

From  time  to  time  these  tickets  recording  the  issue  of  stores  should  be 
priced  out  by  the  clerk,  the  actual  cost  price  in  each  case  being  calculated 
as  nearly  as  possible.  The  "  Stores  "  column  in  the  Prime  Cost  Book  will 
be  entered  up  from  day  to  day  from  these  tickets,  so  that  each  job  gets 
charged  with  the  cost  price  of  all  goods  taken  out  of  stores  in  respect  of 
that  matter.  These  records  having  been  made,  the  tickets  are  not  destroyed, 
but  put  back  again  on  the  file  for  a  further  use  which  will  be  described 
later  on.  * 

Ee verting  to  the  Prime  Cost  Book,  it  will  be  seen  that  if  it  has  been 
kept  upon  the  lines  so  far  described,  it  will  record  the  prime  (or  direct)  cost 
incurred  in  respect  of  each  job  undertaken.  When  the  job  is  completed  this 
cost  should  be  summarised  at  the  foot,  and  forms  the  basis  of  the  charge 
that  will  be  made  for  the  work.  In  computing  this  charge  it  is  important 
that  the  jobbing  tradesman  should  bear  in  mind  that  various  expenses  have 
to  be  met  before  the  excess  of  the  charge  over  prime  cost  can  be  regarded  as 
anything  approaching  net  profit.  Among  other  such  charges  would  be  the 
following : — Kent ;  Bates,  Taxes  and  Insurance ;  Office  Salaries  and  Ex- 
penses; General  Trade  Expenses;  Commissions;  Bad  Debts;  Discount 
allowed  to  customers ;  and  Depreciation  of  Leases,  Plant,  and  Machinery. 
A  further  margin  must  also  be  allowed  for  contingencies,  and  especially  for 
the  practically  inevitable  shortage  in  the  stores.  Bearing  all  these  points 
in  mind,  the  amount  of  the  charge  may  now  be  fixed,  and  an  account 
rendered  accordingly.  This  account  may  be  either  entered  in  full  in  the 
Day  Book,  or  press-copied,  in  which  case  only  a  summarised  record  need 
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appear  in  the  Day-Book  itself;  but  whichever  system  be  adopted  there 
should  be  a  cross  reference  between  the  entry  in  the  Prime  Cost  Book  and 
the  entry  in  the-Day  Book,  so  that  full  particulars  of  the  prime  cost  may 
be  readily  seen  at  any  time  should  any  query  arise  concerning  the  account, 
and  also  so  that  when  going  through  the  Prime  Cost  Book  no  difficulty  may 
arise  in  distinguishing  between  the  jobs  in  progress  and  those  that  have 
been  completed  and  charged  up.  So  long  as  there  is  ample  space,  two  or 
three  jobs  undertaken  for  the  same  customer  at  different  dates  may  be 
recorded  upon  the  same  folio  of  the  Prime  Cost  Book,  but  each  job  should 
be  clearly  ruled  off  when  charged  up,  and  it  is  inconvenient  that  the  record 
of  the  work  in  progress  at  any  one  time  should  be  spread  over  a  very  vast 
number  of  folios. 

The  method  of  recording  the  General  Stores  used  in  respect  of  the  various 
jobs  has  already  been  explained,  but  it  remains  to  consider  the  most 
convenient  means  of  checking  the  accuracy  of  these  records  with  the  actual 
stores  remaining  in  hand.  This  is  a  most  important  matter,  and  should  be 
attended  to  at  frequent  intervals.  The  most  effective  method  is  to  sub- 
divide the  stores  under  separate  convenient  headings  or  departments,  and 
to  keep  a  ledger  account  in  respect  of  each  group  of  stores.  It  must  be 
understood,  however,  that  these  ledger  accounts  form  no  part  of  the  regular 
system  of  book-keeping.  Each  account  will  start  with  a  debit  representing 
the  value  of  the  stock-in-hand  at  the  beginning  of  the  financial  period. 
Subsequent  purchases  will  be  charged  up  from  the  invoices,  and  as  these 
purchases  will  be  more  or  less  in  bulk  this  side  of  the  account  will  present 
no  difficulty.  It  is  the  credit  side  of  the  account  that  will  involve  the 
heaviest  record,  but  even  here  the  amount  of  work  involved  is  not  so  con- 
siderable but  that  it  is  well  worth  undertaking  in  view  of  the  great 
advantages  it  offers.  The  stores  tickets  already  referred  to  should  be  again 
taken  off  the  file,  and  sorted  out  into  groups  according  to  the  division  of  the 
stores  into  classes  or  departments.  The  tickets  belonging  to  each  group 
should  be  credited  to  that  account,  and  the  balance  of  the  account  should 
then  agree  very  closely  with  the  actual  value  of  the  stores  remaining  in 
hand.  This  agreement  should  be  tested  as  frequently  as  possible,  especially 
in  the  case  of  those  departments  which  seem  to  show  the  greatest  leakage, 
and  by  this  means  a  really  effective  check  upon  any  discrepancy  that  may 
exist  can  be  applied  within  a  very  short  time  after  the  happening  of  the 
irregularity.  If  it  be  found  as  a  matter  of  experience  that  the  leakage  in 
stores  is  very  trifling,  the  keeping  of  the  stores'  accounts  may  be  dis- 
continued ;  but  it  will  usually  be  found  expedient  to  always  keep  the  debit 
side  of  the  account  going,  so  that  in  case  of  need  the  credit  side  may  be 
compiled  and  the  whole  account  reconstructed  at  any  subsequent  date. 

At  balancing  time  (which  it  is  recommended  should  take  place  at  least 
half-yearly — if  not  quarterly)  it  will  be  found  a  very  valuable  check  upon 
the  financial  books  to  make  an  abstract  of  the  Prime  Cost  Book  in  tabular 
form.  This  will  show  in  separate  columns  the  Total  Wages  Paid,  Special 
Materials  Purchased,  Stores  Used,  Total  Prime  Cost,  Price  Charged  and 
Gross  Profit,  and  these  various  totals  should  of  course  agree  with  the 
corresponding  figures  in  the  Private  Ledger.  If  any  discrepancy  occurs 
(save  for  such  shortage  in  the  stores  as  is  practically  unavoidable),  the  error 
should  be  diligently  sought  for,  as  it  is  probable  that  it  represents  a  direct 
loss  of  profit  to  the  tradesman. 

With  regard  to  such  work  as  may  be  in  progress  at  balancing  time,  it 
will  be  found  in  every  way  best  to  treat  this  work  simply  as  being  worth 
the  total  of  the  prime  cost  up  to  date.     Such  total  will  be  readily  ascertain- 
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able  from  the  abstract  of  the  Prime  Cost  Book  already  described,  and  may- 
be brought  into  the  financial  books  by  debiting  "  Work  in  Progress  Account  " 
and  crediting  "  Trading  Account "  with  the  corresponding  amount.  The 
debit  balance  of  the  first-named  account  may  be  included  in  the  Balance 
Sheet  as  an  asset,  but  immediately  the  books  are  re-opened  for  the  next 
ensuing  period  this  balance  should  be  written  back  to  the  debit  of  "  Trading 
Account,"  so  as  to  leave  the  books  clear  again  for  the  ensuing  half-year's 
(or  quarter's)  operations.  Lawrence  R.  Dicksee. 

Cost- Book  Companies. — The  mining  associations  in  Devon 
and  Cornwall  called  by  this  name  are  distinguished  by  their  peculiar  system 
of  management  and  the  special  legal  privileges  enjoyed  by  them.  They 
differ  from  other  trading  associations  and  private  firms  by  having  numerous 
members  with  comparatively  speaking  little  capital,  and  their  origin  is 
traceable  partly  to  the  general  poverty  of  the  miners  and  partly  to  the 
precarious  nature  of  the  search  for  tin,  copper,  and  other  minerals  in  the 
districts  where  they  occur.  The  system  applied  is  found  occasionally  in 
other  parts  of  England  and  also  in  Wales,  in  Ireland,  and  in  some  of  the 
British  colonies. 

Permission  being  obtained  from  the  lord  of  the  soil  to  work  the  minerals, 
the  adventurers  hold  a  meeting  at  which  they  fix  the  number  and  amount 
of  the  shares  which  shall  make  up  the  capital,  apportion  these  among  the 
members,  appoint  a  purser  to  manage  the  affairs  of  the  concern,  and  start  a 
cost-book  to  contain  a  complete  record  of  their  proceedings.  Not  unusually 
a  license  to  search  and  work  for  a  short  period  is  obtained  to  start  with, 
and  then  if  the  search  prove  promising  the  purser,  or  one  or  two  of  the 
adventurers  on  behalf  of  the  others,  enter  into  a  sett  or  lease  of  the  minerals 
for  a  long  period,  but  without  any  expression  of  trust.  The  term  is,  as  a 
rule,  twenty-one  years,  and  the  rent  is  made  payable  either  in  money  or  in 
a  portion  of  the  ore  won.  The  purser  makes  the  calls  agreed  upon,  super- 
intends the  works  and  business,  enters  in  the  cost-book  all  proceeds  and 
disbursements,  together  with  the  names  of  the  shareholders,  and  the  account 
for  and  against  each,  and  any  transfers  of  shares  as  they  occur,  and  calls 
meetings  at  regular  intervals,  usually  of  two  months.  These  general 
features  are,  of  course,  liable  to  variations  according  to  circumstances,  but  so 
long  as  they  are  genuine  cost-book  companies  the  legal  privileges  allowed 
to  cost-book  companies  will  attach  to  them. 

As  will  be  observed,  cost -book  companies  occupy  an  intermediate 
position  between  joint-stock  companies  and  ordinary  trading  partnerships. 
They  are  specially  exempted  from  compulsory  registration  under  the 
Companies  Acts,  although  if  the  members  of  a  cost-book  company  please 
they  may  so  register  their  association.  If  limited  under  the  Companies 
Acts  proper  registers  of  members  and  of  mortgages  must  be  kept,  and  a 
copy  of  all  mining  grants  must  be  filed.  Every  unregistered  cost-book 
company  must  file  a  true  copy  of  its  rules. 

As  to  meetings  and  proceedings  of  cost -book  companies  see  the 
Stannaries  Act  1869  (32  and  33  Vict.  c.  19),  sees.  4-8,  and  the  Stannaries 
Act  1887  (50  and  51  Vict.  c.  43),  sec.  25;  and  as  to  the  settlement  of 
disputes  see  the  Stannaries  Court  (Abolition)  Act  1896  (59  &  60  Vict, 
c.  45),  sec.  4.  A  member  may  relinquish  his  share  or  shares,  in  which  case 
the  valuation  as  between  the  relinquishing  and  continuing  shareholders 
is  made  upon  the  basis  that  all  the  continuing  shareholders  have 
also  at  the  same  time  relinquished  their  shares  (The  Stannaries  Act 
1887,  sec.  21).     A  relinquishment   has  no  effect  if  delivered  within  six 
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weeks  immediately  preceding  the  day  on  which  a  resolution  to  wind  up  the 
company  is  legally  passed  or  on  which  a  winding-up  order  is  made  (sec.  22). 
On  a  winding-up  the  liability  of  past  shareholders  is  limited  to  two  years 
before  the  mine  has  ceased  to  be  worked  or  the  winding-up  order  (The 
Stannaries  Act  1869,  sec.  25).  By  sec.  26  on  a  winding-up  wages  due  at 
the  date  of  the  order  to  miners,  artisans,  and  labourers  employed,  not 
exceeding  three  months'  wages  to  each,  have  priority  over  all  other  debts  of 
the  company  (cp.  sees.  4,  9,  and  10  of  the  1887  Act). 

The  equities  of  the  Devonshire  and  Cornish  mining  companies  were 
until  1897  for  the  most  part  regulated  by  the  Stannaries  Court  of  the  Vice- 
Warden  held  at  Truro.  The  common  law  jurisdiction  of  that  Court  was 
very  ancient,  being  founded  upon  the  custom  of  the  realm,  confirmed  by 
charters  of  3  John  and  33  Edw.  I.,  and  frequently  recognised  afterwards, 
while  6  and  7  Win.  IV.  (1836),  c.  106,  confirmed  to  the  vice -warden 
appointed  under  its  provisions  the  equitable  jurisdiction  exercised  by 
previous  vice-wardens,  and  arranged  for  the  consolidation  into  one  court  of 
the  district  courts  up  to  that  time  in  existence,  with  appeal  to  the  Lord 
Warden  assisted  by  three  or  more  members  of  the  judicial  committee  of  the 
Privy  Council,  and  thence  to  the  House  of  Lords.  Now  by  order  of  the 
Lord  Chancellor,  dated  December  16th  1896,  issued  under  sec.  1  (1)  of  the 
Stannaries  Court  (Abolition)  Act  1896,  the  jurisdiction  of  the  Vice-Warden's 
Court  is  transferred  to  the  County  Courts  in  Cornwall,  and  by  the  Supreme 
Court  of  Judicature  Act  1873  (36  &  37  Vict.  c.  66),  sec.  18  (3),  the  juris- 
diction and  powers  of  the  Court  of  the  Lord  Warden  assisted  by  his  assessors 
are  transferred  to  the  Court  of  Appeal.  The  County  Courts  in  Cornwall  may 
now  grant  specific  performance  of  contracts,  make  declarations  of  forfeiture, 
restrain  the  working  of  a  mine  contrary  to  usage  or  agreement,  rectify 
registers,  make  winding-up  orders,  etc.  John  R.  M'Ilraith. 

Cost  IYIarkS. — Merchants  desirous  of  showing  the  cost  price  of 
their  articles  in  characters  intelligible  only  to  themselves  and  employees 
represent  the  cost  price  by  a  letter  or  character.  It  is  usual  to  select  ten 
characters,  or  some  combination  of  letters  representing  nine  digits  and  a 
cipher.  A  word  of  ten  letters,  in  which  a  letter  is  not  repeated,  is  suitable 
for  such  a  purpose,  but  when  a  word  is  chosen  it  should  be  one  which  is 
easily  remembered,  but  which  cannot  be  easily  guessed  by  others.  The 
following  words  may  be  taken  as  examples : — Profitable,  Importance,  Re- 
jmblican,  Blackstone.  8/5  expressed  in  each  of  these  would  be  B/I,  N/R, 
C/B,  and  O/K  respectively.  In  some  instances  two  words  are  used  to  make 
up  the  combination,  as  for  example,  Cash  Profit,  Black  Horse.  Many  other 
marks  can  be  arranged,  and  in  some  cases  letters  not  forming  any  word  or 
words  at  all  are  used.  Another  plan  which  is  sometimes  used  is  to  have 
two  horizontal  lines  crossed  by  two  perpendicular  lines,  and  place  the  nine 
figures  within  the  spaces  as  shown  in  the  following  illustrations : — 
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Then  the  figures  would  be  as  follows : — 

123456789 

Illustration  (1)     J     |J     |_     ~j     U     L     ~\     \~\     F 

(2)  j  ii  ~\  u  n  n  l  l  r 

(3)  J  LI  l  l  □  3  "i  n  r 

The  figures  can  be  arranged  in  any  order  desired,  and  only  three  examples 
are  given  above. 

In  some  businesses,  such  as  a  jewellery  business,  the  cost  price  appears 
on  the  article  marked  in  some  such  form  as  those  given  above,  together  with 
the  selling  price  in  ordinary  figures,  and  this  enables  the  salesman  to  judge 
what  reductions  he  can  make,  if  necessary,  in  order  to  effect  a  sale.  In 
other  cases  both  the  cost  and  selling  prices  appear  in  letters.  Perhaps  the 
simplest  plan  is  that  very  often  adopted  in  the  tailoring  trade,  where  the 
rolls  of  cloth  have  some  such  representation  upon  them  as  No.  38796.  To 
an  outsider  these  figures  would  appear  to  indicate  the  number  of  the  roll  of 
cloth,  but  the  owner  and  his  assistants  know  that  it  means  that  the  cost 
price  is  3s.  6d.  per  yard  when  the  first  and  last  figures  are  adopted,  or  3s.  9d. 
per  yard  if  the  first  and  second  last  figures  are  adopted.  The  other  figures 
are  merely  put  in  as  a  blind. 

Cost  Records  or  Factory  Accounting.— Cost  accounts 

may  be  defined  as  systematic  records  of  those  transactions  which  relate 
to  manufacturing,  and  are  distinct  from  accounts  dealing  with  purely 
commercial,  trading,  or  financial  affairs.  They  are  closely  interwoven  with 
questions  of  practical  factory  and  workshop  administration,  and  therefore 
any  merely  theoretical  treatment  of  the  subject  must  be  supplemented  by 
practical  examples.  Examples  of  various  systems  in  actual  use  are  given  in 
the  appendix,  but  these  again  are  merely  types  or  illustrations,  as  no  system 
can  claim  to  be  of  general  application.  What  may  serve  admirably  in  one 
industry  may  be  entirely  unsuited  to  another,  and  the  same  system  cannot 
safely  be  applied  without  modification  even  to  any  two  concerns  in  the 
same  trade. 

Records  of  costing  doubtless  originated  in  the  need  of  data  required  in 
estimating,  especially  in  engineering  and  kindred  trades  where  the  work  is 
specially  contracted  for,  and  where  there  is  no  scale  of  market  prices. 
As  the  tendency  to  call  for  estimates  has  grown,  the  necessity  for  records 
of  costing  has  also  grown.  Estimates  are  still  frequently  arrived  at  by  the 
crudest  methods, — often  purely  by  guess  work, — while  systematic  recording 
of  costs  is  quite  a  modern  innovation,  and  really  scientific  schemes  are  rare. 
Very  few,  if  indeed  any  large  manufacturers  will  admit  that  they  are 
entirely  satisfied  with  their  methods  of  costing.  Until  recent  years  there 
were  few  text-books  of  value  on  the  subject,  and  individual  managers  who 
had  evolved  cost  methods  suited  to  their  own  needs  generally  kept  these 
secret ;  owing  to  trade  jealousies  there  was  little  opportunity  or  disposition 
to  compare  notes  with  rival  firms  as  to  details  of  methods  of  costing,  or 
even  as  to  the  leading  principles.  With  the  growth  of  technical  literature 
and  technical  societies,  and  the  more  frequent  opportunities  which 
employers  have  of  meeting  their  fellows  in  trade  associations  and  federa- 
tions, this  reticence  is  disappearing,  and,  especially  in  high  class  engineering, 
full  details  of  many  valuable  systems  have  now  been  published  and 
discussed  (see  list  of  books  and  articles  in  appendix).  A  more  liberal  spirit 
is  gaining  ground  generally,  as  it  is  seen  that  publicity  as  to  principles  aids 
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each  manufacturer  iu  ascertaining  his  actual  costs,  leads  to  sound  account- 
ing, and  therefore  tends  in  time  to  lessen  "price-cutting" — a  piece  of 
commercial  cruelty  which  sometimes  happens  from  sheer  ignorance  of 
actual  cost.  The  result  has  been  a  rapid  growth  of  knowledge  and  a  great 
improvement,  especially  in  the  introduction  of  devices  and  appliances  for 
saving  clerical  labour.  But  taking  into  account  all  recent  developments 
and  improvements,  much  yet  remains  to  be  done,  especially  in  summarising 
and  tabulating  the  cost  results  and  agreeing  them  with  the  commercial 
book  results. 

The  value  and  importance  of  accurate  costing  can  hardly  be  overstated. 
Some  of  the  most  important  advantages  are  : — 

(1)  In  throwing  light  on  the  past ;  in  localising  profits  and  losses,  and 
so  disclosing  what  work  pays  and  what  does  not. 

(2)  As  a  guide  for  the  future;  in  determining  at  what  point  cost  of 
production  is  covered  and  profit  begins  to  emerge.  It  may  be  noted  here 
that  the  process  of  quoting  or  fixing  prices  is  really  a  distinct  function 
from  estimating  costs  ;  the  former  demands  knowledge  of  markets,  weighing 
of  fluctuating  conditions  and  much  foresight,  but  with  detailed  costs 
properly  kept,  estimating  costs  becomes  largely  an  ordinary  clerical 
process. 

(3)  In  facilitating  sound  administration ;  comparative  costs  of  succes- 
sive orders  for  similar  work  or  of  related  classes  of  work  can  be  promptly 
ascertained  under  a  good  system,  and  these  comparative  statistics  are  in 
constant  use.  Such  statistics  are  of  special  value  in  showing  the  compara- 
tive cost  of  the  same  article  by  different  methods  of  manufacture.  The 
first  step  in  reducing  costs  is  to  ascertain  costs.  Workshop  records  have 
therefore  an  intimate  and  essential  bearing  on  factory  and  industrial 
organisation  generally,  and  particularly  in  cases  of  re-organisation  of 
concerns  which  have  fallen  behind.  The  full  effect  of  the  introduction  of 
modern  methods  of  working  and  modern  tools  can  only  be  made  clear  by 
skilfully  subdivided  records  of  operations,  not  merely  of  the  cost  of  completed 
contracts  or  pieces  of  work. 

Without  a  thorough  knowledge  of  the  detailed  items  of  expense 
difficulty  must  be  experienced  in  introducing  economies  and  improvements 
A  merely  general  instruction  to  "  cut  down  expenses  "  is  futile ;  particular 
items  of  cost  and  expense  requiring  attention  must  be  specified  and 
detailed  by  the  management.  Thorough  costing  brings  these  items  to 
light,  while  slumping  of  cost  of  items  related  generally,  but  really  quite 
distinct,  may  lead  to  bungling  and  worry. 

(4)  As  an  undoubted  moral  check ;  a  proper  cost  system  is  a  silent, 
unseen  power  felt  by  every  employe,  a  power  which  he  himself  willingly 
or  unwillingly  must  put  and  keep  in  operation ;  it  works  alongside  of 
him,  and  is  automatic  and  inexorable.  Those  responsible  for  the  profitable 
working  of  a  business  cannot  but  feel  the  effect  of  a  prompt  and  systematic 
record  of  their  doings  and  misdoings. 

This  very  power  of  checking  results  sometimes  forms  one  of  the  obstacles 
in  getting  a  cost  system  introduced.  Managers  and  clerical  staff  who  work 
away  in  rule-of-thumb  fashion,  guessing  and  approximating,  charging  too 
much  here  and  too  little  there,  dread  the  revelations  which  would  result 
from  the  search-light  effect  of  a  scientific  record.  They  prefer  to  shut 
their  eyes  and  stumble  along,  concealing  facts  and  jealously  guarding 
those  secrets  which  they  imagine  would,  if  revealed,  enable  their  sub- 
ordinates in  time  to  supplant  them  in  their  posts. 

Cost  records  are  an  analysis,  a  separating  of  details  and  particulars  of 
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costs,  while  on  the  other  hand  an  ordinary  profit  and  loss  account,  or  a 
trading  account,  is  a  synthesis,  a  grouping  together  of  results. 

In  many  cases  the  ordinary  trading  account  is  merely  a  locked  store- 
house of  most  valuable  information,  to  which  a  cost  system  is  the  key. 
Many  trading  accounts,  if  not  supplemented  by  cost  accounts,  are  not  very 
far  removed  from  the  crude  method  of  ascertaining  profit  which  consists  of 
comparing  statements  of  affairs  at  the  beginning  and  end  of  a  certain 
period.  The  difference  is  called  profit  or  loss,  but  it  is  merely  the  result  of 
a  heterogeneous  mass  of  figures,  and  often  a  most  unreliable  result,  so 
much  so,  that  in  certain  trades  a  profit  and  loss  account  without  a  cost 
system  may  sometimes  be  merely  an  unreconciled  difference  in  the  books. 
The  balance  of  profit  and  loss  written  off,  is  often  the  difference  of  much 
larger  profits  or  losses  on  different  items  than  appear  on  the  surface,  just 
as  an  apparently  trifling  difference  in  balancing  a  set  of  books  may  prove 
to  be  the  result  of  errors  of  hundreds  of  pounds  on  each  side. 

Cost  records  trace  the  factors  or  elements  of  the  cost  of  production  to 
their  sources,  and  if  desired  they  show  what  each  contract  or  sale  has 
contributed  to  profits  or  losses ;  that  is,  they  break  up  the  product  into  its 
constituents.  In  some  systems  the  analysis  goes  farther  and  shows  also 
the  cost  of  each  manufacturing  operation  and  of  each  process — not  only 
the  cost  of  completed  work,  but  also  of  the  different  stages  of  manufacture. 

Provided  care  is  taken  to  avoid  clerical  confusion  it  is  generally  correct 
to  say  that  the  more  minute  the  analysis  the  more  valuable  does  it  become. 
For  when  all  the  factors  in  production  are  separated  and  distinguished  it  is 
not  difficult  to  recombine  them  in  varying  groups  to  show  details  of  any 
desired  process. 

To  the  professional  accountant,  all  costing  systems  seem  strange  at  first 
sight,  and  the  new  ideas  disconcerting  if  not  repellent,  especially  from  their 
novelty.  The  difficulty  arising  from  this  novelty  is  accentuated  by  the 
disadvantages  of  explaining  matters  in  writing.  This  is  especially  true  of 
card  systems,  but  when  seen  in  actual  practice  and  once  mastered,  the 
mystery  and  difficulty  disappear,  and  new  combinations  and  applications  to 
suit  varying  circumstances  readily  suggest  themselves. 

It  must  be  freely  admitted  that  there  are  great  difficulties  in  the 
way  of  really  accurate  cost-keeping,  but  these  difficulties  arise  rather  in 
devising  a  workable  system  than  in  carrying  out  a  system  once  it  is  adapted 
to  suit  the  circumstances.  Failures  and  disappointments  have  arisen 
from  the  introduction  of  too  ambitious,  cumbersome,  and  expensive  systems 
such  as  those  advocated  by  certain  theorists.  A  simple  system  can  be 
commenced  and  gradually  extended  stage  by  stage  —  steadily  adding 
improvements  and  refinements  as  the  benefits  are  recognised. 

The  frequently  expressed  fear  of  increased  clerical  expense  is  largely 
imaginary.  Good  costing  is  not  an  expensive  luxury.  Any  reasonable 
expense  is  found  in  practice  to  be  fully  compensated  by  many  savings  and 
economies,  and  real  gain  in  efficiency.  Cases  exist  of  a  sound  system  being 
worked  by  fewer  clerks  than  were  required  to  handle  a  mass  of  worthless 
makeshifts. 

The  terminology  of  the  subject  is  in  its  infancy  and  is  at  present  rather 
confusing,  but  the  absence  of  uniform  nomenclature  is  not  surprising  in 
view  of  the  novelty  of  the  subject  and  the  prevailing  secrecy  regarding 
systems  adopted.  It  is  obvious,  however,  that  in  each  factory  uniformity 
in  naming  processes,  etc.  is  essential.  ^ 

"  Prime  cost "  is  literally  first  cost,  and  the  phrase  is  best  used  to  mean 
either  the  sum  expended  by  a  merchant  in  acquiring  a  complete  article  to 
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be  sold  iu  the  form  in  which  it  is  bought,  or  the  sums  expended  by  a 
manufacturer  (a)  in  purchasing  raw  material,  and  (b)  in  paying  for  the 
labour  of  converting  that  raw  material  into  a  saleable  product — leaving 
aside  the  question  of  expenses. 

In  the  United  States,  prime  cost  is  generally  known  as  "  flat  cost."  The 
word  "  cost "  alone,  if  used  correctly,  should  mean  the  full  cost  or  "  total 
cost,"  the  total  outlay  in  the  production  of  a  commodity  being  prime  cost 
plus  expenses  of  sale,  distribution,  and  administration. 

These  "expenses"  or  charges  are  broadly  divisible  into  "direct"  and 
"  indirect."  They  are  also  known  as  "  establishment  charges "  and 
"  oncost "  in  British  practice,  and  as  "  expense  burden "  or  "  general 
expenses  "  in  the  United  States.  [This  subject  of  expenses  is  treated  more 
fully  under  the  title  of  "  Oncost  or  Expenses."] 

The  difference  between  "prime  cost"  and  "cost"  is  therefore  the 
amount  of  the  expenses,  while  the  difference  between  "  cost "  and  "  selling 
price  "  is  the  trader's  net  profit,  and  the  difference  between  "  prime  cost " 
and  "  selling  price  "  is  the  trader's  gross  profit. 

The  cost  of  a  product  falls  into  three  distinct  parts : — 

(1)  Material  used  in  its  production. 

(2)  Labour  or  workmanship,  i.e.  wages  directly  expended  upon  its 
production. 

(3)  The  expenses  of  keeping  up  the  factory  and  establishment. 

An  "  order  "  may  be  given  either  by  a  customer,  or  by  the  manager  for 
work  required  for  the  factory  itself.  A  "  job  "  must  be  distinguished  from 
an  order,  as  it  is  a  single  operation,  or  the  work  of  making  one  piece  or 
a  number  of  pieces  all  exactly  alike. 

The  following  is  a  general  analysis  of  a  product  based  upon  the  above 
definitions. 


Prime 

Cost. 


Elements  of  a  product  {Order  or  Job) 

(1)  Material  1  ") 

(2)  Labour  (Productive) 

(3)  Departmental  or  Direct  Expenses  (of  Pro- 

duction)  I 

Motive  Power. 
Wages  of  Superintendence,  Foremen,  Cleaners,  ]■ 

etc. 
Royalties,  Wayleaves,  Patent  Fees. 
Lighting  and  Heating  "j    of  Plant 

Rent,  Taxes,  and  Insurance  >       and 

Depreciation  and  Upholding.       J  Buildings.  J 

(4)  Indirect  Expenses^  Distribution  and  Administration). 

Salaries  of  Directors,  Officers,  and  Managers. 

Up-keep  of  Office  and  Warehouse. 

Interest  and  Financing  Expenses. 

Travellers'  Salaries,  Commissions,  and  Expenses. 

Bad  Debt  Allowance.  J 

(5)  Profit. 


}■  Cost. 


Selling 
Price. 


Having    indicated    the 


advantages 


of  good  cost  keeping  and  the 
difficulties  attending  its  introduction,  some  cardinal  points  and  main 
processes  in  all  systems  will  now  be  given  in  outline.  Illustrative  details 
and  typical  cases  will  be  given  in  the  appendix.  The  large  question  of 
oncost  (or  general  expenses)  is  dealt  with  under  its  own  title  in  a  separate 
article.  If  a  correct  general  conception  of  the  subject  is  obtained,  the  exact 
methods  to  be  adopted  for  gathering  the  details  by  books  or  cards,  and  the 
special  forms  and  arrangements  required  in  any  particular  industry,  can  be 
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left  to  the  ingenuity  of  the  cost-keeper  and  the  accountant,  to  be  gradually 
matured  by  trial  and  experiment.     Details  will  vary  in  each  case  with  the 
class  of  work  done  and  the  minuteness  of  the  information  desired. 
The  essential  points  in  all  systems  may  be  grouped  as  follows : — 

1.  Care  and  thought  in  determining  the  minuteness  with  which  the 
records  are  to  be  kept,  what  facts  must  be  recorded  in  detail,  and  what  in 
total,  and  in  discriminating  between  essentials  and  non-essentials. 

2.  Provision  for  every  contract  being  costed,  either  in  slump  or  in  detail. 
In  certain  cases — for  instance  where  there  is  much  repetitive  work — it  may 
be  thought  sufficient  to  take  out  the  cost  of  specimen  or  test  cases ;  but 
where  this  is  done  means  should  be  provided  to  apply  the  resultant  rate  of 
cost  to  all  similar  work  until  the  total  is  reached,  and  compared  with 
the  commercial  book  results.  A  cost  system  should  in  such  cases  be  elastic, 
so  that  detailed  costs  may  be  obtainable  to  any  extent  when  demanded. 
Again,  where  large  contracts  and  trifling  "  jobbing  work  "  are  done  by  the 
same  firm,  it  may  be  unnecessary  to  cost  all  the  "  jobbing  "  trifles  separately, 
but  the  total  cost  of  all  jobbing  work  may  be  obtained  in  one  sum  without 
undue  labour,  and  still  have  books  so  arranged  as  to  enable  the  cost  of  any 
special  detail  to  be  obtained  afterwards  if  required. 

3.  Every  precaution  is  necessary  that  the  fundamental  records  are 
correct  and  reliable.  For  instance,  every  one  takes  care  to  check  the 
accuracy  of  cash  and  petty  cash  records  and  the  distribution  of  such 
expenditure ;  but  though  "  time  is  money,"  methods  of  recording  time  and 
distributing  the  charge  for  time  expended  are  often  loose  in  the  extreme. 

4.  Promptitude  in  presenting  completed  results  and  easy  access  to  past 
records.  Details  of  each  job  or  contract  can  then  be  studied  and  its 
lessons  learned  when  interest  in  it  is  still  alive  and  when  the  facts  are 
fresh  in  the  memory. 

5.  All  instructions  and  all  records,  except  the  most  trifling,  must  be 
reduced  to  writing.  A  written  order  may  at  first  be  irksome,  and  may  take 
a  little  more  time,  but  it  saves  time  in  the  end.  It  determines  who  is 
responsible  and  fosters  habits  of  care  and  order.  Verbal  instructions — the 
only  other  possible  way  of  communicating — at  once  bring  in  the  personal 
element,  are  open  to  doubt,  and  may  cause  confusion  and  misunderstanding. 

6.  Provision  of  carefully  thought-out  printed  forms,  in  ample  quantity 
and  necessary  variety,  follows  upon  the  plan  of  written  instructions,  orders, 
and  specifications.  If  there  is  a  sufficient  variety  of  forms  mental  labour  is 
saved  in  giving  instructions  and  in  avoiding  the  anxiety  of  omission. 
Clerical  labour  and  pen  work  are  also  reduced  to  a  minimum.  The  necessity 
of  reducing  everything  to  printing  or  writing  increases  as  minuteness  of 
detailed  information  is  demanded.  The  very  minute  subdivision  and  the 
multiplicity  of  printed  forms  advocated  by  many  writers  on  factory 
accounts  is  apt  to  appear  formidable.  In  actual  practice,  however,  these 
new  ideas  have  proved  in  many  cases  to  be  really  time-savers. 

7.  "  A  place  for  everything,  and  everything  in  its  place,"  is  another 
important  principle,  and  very  essential  in  accurate  costing.  The  necessity 
of  adequate  lockfast  stores  and  responsible  storekeepers  is  too  often  over- 
looked, and  valuable  material  (often  quite  portable)  is  left  lying  about — an 
unnecessary  temptation.  If  places  are  provided  for  everything  and  proper 
printed  forms  are  in  use,  work  falls  into  a  routine,  and  effort  and  skill 
are  economised. 

8.  The  workmen,  foremen,  and  storemen  should  be  relieved  to  the 
utmost  of  clerical  work.  The  works  department  should  supply  the  data 
only,  probably  quite  unclassified,  and  in  the  simplest  form  consistent  with 
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accuracy.      The  cost  offices,  or  if  none  the  general  office,  should  do  all 
the  factory  book-keeping  and  classification. 

9.  The  general  scheme  of  every  system  of  cost  accounts  should  be 
framed  to  fit  in  with  the  commercial  accounts,  so  that  the  results  may  be 
compared,  although  the  cost  books  need  not  be  an  integral  part  of  the 
commercial  books.  Indeed  the  commercial  and  the  factory  accounts  are 
generally  quite  distinct.  Still  it  is  most  essential  that  the  results 
should  be  reconciled,  so  that,  for  example,  any  erroneous  guess  work  in  the 
distribution  of  expenses  in  the  cost  books  may  be  corrected,  or  any  defective 
record  in  the  commercial  books,  such  as  omission  to  charge  for  sales  or  work 
done,  may  be  remedied. 

The  method  of  making  entries  upon  loose  Cards,  tickets,  or  slips  is  of 
peculiar  advantage  in  getting  details  of  costs ;  but  its  advantages  are  over- 
rated, especially  by  those  who  have  an  interest  in  pushing  the  manufacture 
and  sale  of  such  cards.  A  card  index,  for  instance,  is  more  unwieldy  and 
bulky  than  a  book  index,  the  cost  of  the  stationery  is  greater,  and  there  is 
the  risk  of  the  loose  cards  being  lost  or  abstracted.  On  the  other  hand, 
they  are  a  very  important  labour-saving  device,  and  in  keeping  track  of 
costs,  especially  in  minutiae  of  costs  of  operations,  they  are  quite  indis- 
pensable; indeed  without  cards  modern  methods  of  subdivided  costs  promptly 
ascertained  would  be  well-nigh  impossible.  The  progress  of  work  through 
a  factory,  the  gradual  building  up  and  assembling  of  the  parts  of  a  machine, 
the  currents  of  goods  flowing  in  and  out  of  store,  can  all  be  reflected  in  a 
marvellously  simple  and  graphic  manner  by  the  corresponding  movements 
and  groupings  of  cards  of  different  sizes, different  shapes,  and  different  colours. 
They  serve  many  valuable  purposes,  one  after  another,  reducing  errors  in 
copying  and  in  "posting."  They  may  be  combined  and  arranged  by 
unskilled  labour  in  so  many  ways  that  new  uses  for  them  are  constantly 
being  found.  But  in  some  cases  their  introduction  has  been  pressed  too 
far,  and  books  are  again  replacing  them  for  certain  classes  of  permanent 
record.  In  the  appendix  will  be  found  illustrations  of  two  cost  systems 
largely  based  upon  card  records  of  details. 

There  are  five  main  records  in  every  full  scheme  of  cost  accounts,  viz., 
records  of  Orders,  Wages,  Materials,  Expenses,  and  Summaries  of  the  whole. 
The  general  processes  connected  with  them  are  very  briefly  as  follows : — (a) 
Order  Book. — Every  order,  whether  for  a  customer  or  for  stock  or  for  a  line 
of  goods,  is  recorded  in  an  order  book  and  receives  a  distinct  order  number. 
Separate  sub-orders  with  separate  numbers  are  given  where  cost  of  parts 
of  an  article  is  required.  Work  to  be  done  in  the  factory  on  capital 
account  and  on  expense  account  is  also  ordered  under  distinctive  numbers. 
(b)  Wages  are  condensed  from  time  records  or  sheets,  and  are  analysed  and 
apportioned  to  the  different  productive  work,  (c)  Materials  used  are 
similarly  dealt  with,  the  information  being  gathered  partly  from  the 
invoices  and  partly  from  store  records,  (d)  Expenses. — A  careful  forecast 
is  made  of  the  general  expenses,  direct  and  indirect,  being  broadly  all  other 
expenditure,  except  wages  on  productive  work  and  materials  consumed. 
The  expenses  are  then  distributed  over  the  prime  cost  to  arrive  at  the 
total  cost  of  each  product,  (e)  Summaries. — All  these  elements  or  factors 
in  cost  should  be  tabulated  and  summarised  for  longer  or  shorter  periods, 
not  only  that  they  may  be  compared  with  prior  information  of  the  same 
character,  but  also  that  the  whole  profit  and  loss  may  be  reconciled  with 
the  results  shown  in  the  commercial  books  when  these  are  balanced  in  the 
ordinary  way.  Thus  the  wages  charged  in  the  cost  books  should  be  readily 
reconciled  with    the  wage  expenditure.      The  materials  consumed,  after 
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adjustment  of  increase  or  decrease  in  stocks,  will  disclose  either  a  surplus 
or  a  deficiency  when  compared  with  the  actual  inventory  of  stock  and 
stores,  thus  opening  a  line  of  profitable  inquiry  not  otherwise  brought  to 
light.  The  allowances  for  expenses  provided  in  the  costing,  having  been 
based  on  the  average  of  past  experience,  are  compared  with  the  actual 
direct  and  indirect  expenses  and  any  adjustments  noted  for  future  use. 

The  general  theory  and  principles  of  every  system  of  costing  have 
now  been  stated,  and  in  the  appendix  will  be  found  in  outline  notes  of 
systems  actually  in  use  in  various  businesses,  with  the  relative  forms, 
books,  and  cards  adopted.  Simple  cases  are  first  given,  and  then  more 
complex  processes.  These  are  typical  examples  taken  from  actual  practice, 
and  although  in  some  cases  crude  and  imperfect,  are  sufficient  to  indicate 
the  lines  to  be  followed  in  adapting  the  principles  to  particular  industries. 
As  already  stated,  no  system  is  universally  applicable. 


Appendix  I 

The  notes  given  in  this  Appendix  apply  to  the  following  cases : — 

1.  Non-manufacturing  and  distributing  concerns,  e.g.  retail  jeweller. 

2.  Mining. 

3.  Steel-making. 

4.  Simple  process  of  production,  e.g.  "  bespoke  tailoring." 

5.  Complex  manufacturing  process  for  heavy  work,  using  books  only, 
e.g.  shipbuilding. 

6.  Complex  manufacturing  process,  using  cards,  e.g.  electrical  en- 
gineering. 

7.  Factory  production,  using  cards  for  costing  operations  in  standardised 
parts  of  machines  made  in  quantity. 

1.  Non-Manufacturing  and  Distributing  Concerns 

In  such  cases  costing  per  se  is  unnecessary,  as  the  prime  cost  is  known, 
the  goods  being  sold  in  the  condition  and  in  bulk  as  received.  The  agent 
does  not  change  the  form  of  the  goods.  Where  the  case  is  uncomplicated 
by  any  manufacturing,  all  that  is  necessary  is  to  have  extra  columns  in 
the  sales  book  showing  the  cost  price  of  the  goods  sold  and  the  resultant 
gross  profit.  The  value  of  such  record  is  clear  in  the  case  of  costly  stocks 
such  as  jewellery,  furniture,  musical  instruments,  etc.,  where  each  item  is 
known  by  a  distinctive  number  and  is  easily  identified.  Such  columns  serve 
the  double  purpose  of  recording  costs  and  also  recording  and  checking 
stock.  Where  each  article  has  a  separate  number  in  the  purchase  records 
and  the  stock  records,  and  that  number  is  recorded  in  the  day  books  when 
the  article  is  sold,  it  is  obviously  a  simple  but  essential  process  to  reconcile 
the  stock  books  with  the  purchase  and  sales  books  by  taking  the  stock  at 
the  beginning  of  each  financial  period  at  its  cost,  adding  purchases, 
deducting  sales  at  cost  price  per  column  in  day  book,  and  agreeing  the 
balance  with  the  actual  stock  in  the  premises  at  the  end  of  the  period. 

In  general  stocks  with  many  small  low-priced  articles,  such  as  those 
of  the  general  warehousemen  and  retail  shopkeepers,  a  parallel  check  on 
costs  and  on  stock  is  obtainable  by  dissection  of  sales  into  departments. 
Deducting  from  the  departmental  sales  the  recognised  overhead  percentages 
of  profit  expected  from  each  department,  it  becomes  possible  to  make  a 
useful  comparison  with  the  actual  stock  per  inventory.  Here  may  be 
noted  the  really  surprising  number  of  cases  of  merchants  who  have  failed 
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to  appreciate  the  radical  difference  between  the  addition  and  the  deduction 
of  a  percentage.  The  percentage  of  profit  expected  on  turnover  has  often 
been  added  on  to  the  cost  price  under  the  delusion  that  such  percentage 
would  be  earned  as  gross  profit.  The  Bankruptcy  Court  has  sometimes 
been  necessary  to  enforce  the  rudimentary  lesson  that  to  obtain,  for 
example,  one- third  profit  "off"  the  turnover  means  the  addition  of  one- 
half  "  on  "  to  the  prime  cost. 

2.  Mining 

Mining  forms  a  special  class  of  production.  The  accounts  are 
relatively  simple,  the  production  being  all  measured  by  weight.  Mining 
costs  therefore  adopt  the  ton  as  a  unit.  Accounts  for  stone  and  slate 
quarries  are  somewhat  similar  to  coal-mining  accounts,  with  some  modi- 
fications for  giving  effect  to  the  variation  in  price  of  small  stones  or  slates. 
Gold-mining  accounts  are  specially  interesting  to  the  theorist,  owing  to  the 
absence  of  fluctuation  in  the  price  of  the  product,  the  exact  point  at  which 
each  mine  or  reef  becomes  payable  being  ascertainable  with  exactness. 
The  costing  system  in  them  is  largely  similar  to  coal  mining,  with  the 
necessary  extension  to  include  the  milling,  roasting,  cyanidation  pro- 
cesses, etc. 

Coal-Mining  Cost  Sheets. — The  following  forms  have  been  found  to 
work  well  in  coal  mining  : — 

Seam  results  (Ruling  No.  1)  shows  the  total  cost  in  wages  of  the 
tonnage  raised  from  each  seam,  with  the  total  output.  Colliery  results 
(Ruling  No.  2)  is  used  to  bring  to  a  focus  the  results  of  several  collieries 
under  one  management,  and  summarises  the  results  from  each  colliery, 
and  with  the  addition  of  the  stores  and  materials  used  and  the  fixed 
charges,  brings  out  the  total  cost  and  a  summary  of  the  total  disposals. 
These  results,  again,  are  further  abstracted  into  a  general  monthly  summary 
(Ruling  No.  3),  where  the  average  price  realised  and  resultant  profit  or 
loss  is  set  forth  for  each  colliery. 

An  important  factor,  often,  however,  omitted  from  such  cost  sheets,  is 
the  reconciliation  of  the  tonnage  raised  by  the  miners  and  the  tonnage 
sold,  after  adjusting  the  coal  required  for  engine  power  and  the  quantities 
added  to  or  taken  from  stocks.  The  sound  basis  for  statistics  of  profits 
of  coal  mining  is  upon  the  tonnage  disposed  of,  not  upon  the  output. 

The  introduction  of  modern  coal-cutting  and  coal-washing  machinery 
is  calling  for  the  introduction  of  departmental  costing  in  many  collieries. 
In  the  case  of  coal  washing,  the  machine  is  charged  as  purchaser  of  so  much 
coal  and  with  wages  and  power  supplied,  and  it  is  credited  with  the  value 
of  the  washed  product. 

In  mining,  expense  or  oncost  includes  provision  for  writing  off  the  cost 
of  opening  up  and  developing  pits  and  mines,  and  this  is  best  gauged  by 
a  rate  per  ton  based  upon  the  probable  extent  of  the  seam  or  reefs  as 
supplied  by  the  mining  engineers,  taken  in  conjunction  with  the  duration 
of  any  lease. 
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{Ruling  No.  1). — Seam  Results  at Colliery 

Pay  Ending 19 


Pit-working       days. 

A 

Seam. 

B,  etc. 
Seam. 

Total. 

Wages  per  day 

T. 

C. 

T. 

C. 

I.   Output. 
Coal 

Dross,  No.     1 
Dross,  No.  2  . 
Fireclay 
Surplus 

• 

£       s.        d. 

Less,  Shortage 

Available  Output 

i 

1 

Amount. 

Per 

Ton. 

Amount. 

Per 

Ton. 

Amount. 

Per 
Ton. 

II.   Wages  (per  Pay  Sheet). 

Getting     and     Loading 
(Colliers'  wages) 

Transport  (drivers,  roads- 
men,  and  bottomers)  . 

Levels    and    Narrow 
Places,  etc. 

Brushes  and  Fathomage 

Superintendence     (man- 
ager and  oversmen)     . 

Ventilation         (firemen, 
etc.)   .... 

Pumping       (enginemen, 
etc.)   .... 

Drawing  and  Despatching 
(enginemen,  receivers, 
and  screenmen)  . 

Drawing  and  Despatching 
(weighing  clerks,  pit- 
head men,  etc.)  . 

Miscellaneous       (inspec- 
tors, repairs,  stocking 
coals,    labourers     and 
carters,  etc.) 

£      s.       d. 

£      s.       d. 

£      s.       d. 

Total  Wages 
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{Ruling  No.  2). — Colliery  Results 
Month  of. 


Disposals. 

Colliery  A. 

;b. 

Colliery  B,  etc. 

Total. 

Tons.           Cw1 

Tons.          Cwts. 

Tons.          Cwts. 

Cost. 

Per 
Ton. 

Cost. 

Per 

Ton. 

Cost. 

Per 
Ton. 

I.    Wages  {per  Pay  Sheet). 
[As  in  Seam  Results.] 

Total  Cost  of  Wages 
Corresponding  Month  last  year — 
(Wages ) 

II.  Materials  and  Stores 
{per  Books). 

Prop  Wood 

Crowns         ..... 

General  Stores      .... 

Timber       ,, 

Iron            ,, 

Pit  Rails  and  Girders  . 

Ponies  and  upkeep 

Heavy  Furnishings 

Bricks  and  Lime  .... 

Engine  Dross       .... 

Total  cost  of  Materials    . 
Corresponding  Month  last  year    . 

III.   General  Expenses. 
Taxes,  Salaries,  Fees,  Office  Ex- 
penses, Gratuities     . 
Royalties,  Wayleaves,  and  Surface 

Damage 

Total  Cost       .... 
Corresponding  Month  last  year    . 

£    s.    d. 

£    s.    d. 

£    s.    d. 

Colliery  A. 

Colliery  B,  etc. 

Total. 

T. 

C. 

T.       C 

T. 

C. 

T. 

C. 

T 

C. 

T. 

C. 

Disposal  of  Available  Outputs. 
Stock    in    Trucks    beginning    of 

Month 

Output  (Pithead  Weight)    . 
Lifted  from  Bings 

Transfer  from Colliery 

Total 

Despatched  by  Rail  to  Customers 
,,             ,,             Washer     . 

Transfer  to Colliery 

Hill  Sales  (Cash) 

(Credit) 
Workmen's  Fire  Coal  . 

Free  Coal 

Total 

Added  to  Bing     .... 
Engine  Dross        .... 
Stock  in  Trucks  at  end  of  Month 
Total 

'•>ye     ..... 
Surplus      ..... 

= 
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3.  Steel  Making 

As  will  be  seen  from  the  appended  Ruling  No.  1,  this  is  also  wrought 
with  the  ton  as  a  unit.  The  Pig-iron,  Lining,  Fluxes,  etc.,  are  stated  at 
their  cost  per  ton  of  steel  ingots  made.  The  product  of  the  rolling  or 
cogging  mills,  etc.,  is  also  shown  as  per  Ruling  No.  2.  Fluctuations  in 
cost  of  each  separate  process  are  noted  by  comparison  with  previous  results. 
In  this  way  extravagance  or  bad  management  is  at  once  noted. 


{Ruling  No.  1). — Steel  Making  Department 
Weeks  Ending 190. 


Description. 


I.  Mixture. 

Pig  Iron 
Hot  Metal    . 
Cast  Iron  Scrap 
Steel  Scrap  . 
Mould  Scrap 
Spiegel-Eisen 
Ferro-Manganese 

Total  Mixture  . 

II.  Lining. 

Dolomite 
Coke    . 
Tar      . 
Coal     . 

III.  Melting. 

Coke    . 
Coal     . 

[V.   Limestone  and 
Lime. 

V.  Refractories. 

Ganister 
Fireclay- 
Ladle  Bricks 
Fire  Bricks  . 
Nozzles,  Stoppers, 
etc. 

VI.  Ingot  Moulds. 
Less  Scrap   . 

VII.  Productive 
Wages. 

Melting,  Blowing, 

etc.  . 
Basic  Shop  . 
Enginemen  . 

Carried  forward  . 


Weight 
per  Ton. 


Cwts. 


Weight. 


Rate. 


Amount. 


£    s.    d. 


Total 
Amount. 


Cost  per 
Ton. 


£    s.     d. 


£    s.     d. 


Total  Cost. 


£    s.    d. 


227 


Steel  Made, 


Cost  Per  Ton  of  Ingots. 
Tons. 


.Shifts. 


Description. 

Weight. 

Rate          Amount. 

Total  Amnt. 

Cost  p.  Ton.  |   Total  Cost. 

Brought  forward     . 

VIII.    Transport. 
Upkeep  of  Railway 
Loco.  Haulage 
Steam  Service 

IX.   Direct   Expenses  for 
Repairs,  Maintenance,  etc. 
Mechanics'  Wages  . 
Lab.  and  Drawing  office 
Stores     .... 
Castings 
Lighting 
Sundries 

£    a.    d. 

£    s.    d. 

£    s.     d. 

£    s.    d. 

— 

X.  Indirect  Expenses. 
Royalty 
Establishment  Charges  . 

Credit— Slag . 

i 

Cost  per  Ton . 
Previous  Cost  Per  Ton   . 

Increase 
Decrease 

{Ruling  No.  #). — Steel  Making  Department 


Mill  Costs 


Weeks  Ending. 
.Shifts. 


Description. 

I.  Material. 
Ingots  Charged 

Loss  . 
Cr.  Ends,  Crop 
, ,       , ,       Sawn 
,,    Defective 
„    Cobbles  . 
Good  Material 
Fuel  to  Furnaces 


Wt.  p.  Ton 

Cwts. 


Weight. 


Rate. 


II.  ProdAictive  Wages 
Rolling,  Heating,  etc. 
Enginemen 

III.  Direct  Expenses  for 
Maintenance,  etc. 
Mechanics'  Wages  . 
j  Stores      .... 
Castings .... 
Sundries 

IV.  Rolls. 
Castings  only  . 

V.    Transport 
Upkeep  of  Railway 
Loco.  Haulage 
Steam  Service 

VI.  Indirect  Expenses. 
Royalty  .... 
Establishment  Charges  . 

Credit — Scale,  Cinder,  etc 
Cost  Per  Ton  . 
Previous  Cost  per  Ton     . 

Increase  .... 
Decrease 


Repairs, 


Amount. 


£    s.    d. 


Total  Amnt. 


£    s.    d. 


Cost  p.  Ton. 


>L 


Total  Cost. 


£    s.    d. 
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4.  Simple  Manufacturing  Process 

Although  costing  finds  its  main  scope  in  intricate  manufacturing 
processes,  still  a  simple  system  will  prove  of  great  use  in  a  simple  manu- 
facturing industry. 

For  instance,  in  some  of  the  smaller  industries,  such  as  bespoke  tailor- 
ing or  dressmaking,  prices  are  often  quoted  beforehand  for  each  order,  and 
therefore  some  kind  of  costing  is  necessary.  The  following  ruling  has  been 
found  to  work  well  in  such  cases.  The  method  generally  adopted  is  to 
record  the  description  of  the  Material,  Furnishings,  etc.,  with  their  cost ;  in 
the  second  column  the  estimated  cost  of  wages  for  making ;  then  a 
column  for  the  total  of  material  and  making ;  then  columns  for  price 
charged  and  gross  profit.  It  is  obvious  that  by  summing  the  different 
columns  we  get  valuable  results.  The  material  column  is  a  useful  record 
of  the  actual  cost  of  material  used,  and  is  valuable  for  reconciliation  at 
stock-taking.  The  wages  column  is  compared  with  the  wages  paid  in  the 
workrooms,  and  the  sales  column  reconciles  with  the  day-book.  The  gross 
profit  should  agree  with  the  results  per  trading  account,  after  making  any 
adjustments  for  lost  time  in  workroom  and  depreciation  of  stocks. 


Tailoring  or  Dressmaking  Cost  Book 


Date  and 
Order  No. 

Description  of 

Order  and  Materials 

Used. 

Rate  per 
Yard. 

Cost  of 
Materials. 

Cost  of 
Making. 

Total  Prime 
Cost. 

Selling 
Price  per 
Day-book. 

Gross 
Profit. 

£    s.    d. 

£    s.    d. 

£    *.     d. 

£    s.    d. 

£    s.    d.    j 

5.  Complex  Manufacturing  Processes 

The  following  is  an  outline  of  a  simple  (but  somewhat  primitive) 
system  of  cost  books  and  accounts  without  use  of  cards  in  actual  operation 
in  a  business  which  handles  heavy  work,  such  as  that  of  a  shipbuilding 
yard  —  little  or  no  attempt  being  made  to  arrive  at  costs  of  detailed 
operations. 

Invoices  (ruling  No.  1). — All  invoices  inwards  pass  through  the  cost- 
ohice,  where  they  are  entered  into  an  invoice  register,  after  which  they  are 
sent  to  the  storekeeper,  who  marks  in  red  ink  the  number  of  the  ship,  or 
contract,  or  job  to  which  the  goods  are  to  be  applied.  If  for  stores  or 
establishment  charges  they  are  so  marked.  They  are  then  returned  to  the 
cost-office  and  marked  off  in  the  register. 

Purchase  Journal  (ruling  No.  2)  records  monthly  the  invoices  in 
alphabetical  order,  showing  the  allocation  of  the  goods  to  the  various 
contracts,  stores,  and  establishment  charges.  There  is  a  separate  column 
for  stores,  which  is  again  posted  to  debit  of  the  various  accounts  in  stores 
ledger.  There  is  also  a  column  for  indirect  charges  posted  to  the  general 
ledger.  There  are  two  columns  for  posting  folios,  one  for  commercial 
books  and  the  other  for  cost  books.  The  monthly  totals  are  posted  to  a 
vol.  II  18 
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purchases  account  in  the  general  ledger.  The  return  purchase  journal  is 
the  reverse  of  the  purchase  journal,  and  is  used  for  goods  returned  to 
suppliers. 

Stores  Issued  Day -Book  (ruling  No.  3)  is  written  up  from  the  store 
warrants  as  sent  to  cost  office  from  the  store.  The  warrants  are  extended 
by  the  storekeeper,  and  all  calculations  and  prices  are  checked  by  the  cost 
office.  It  is  in  columnar  form,  having  a  column  for  every  stock  account  in 
the  stores  ledger.  The  details  of  stores  issued  are  posted  daily  to  the  debit 
of  the  contracts,  etc.,  in  the  prime  cost  ledgers.  The  monthly  totals  are 
posted  to  the  credit  of  their  respective  accounts  in  the  stores  ledger.  The 
stores  returned  book  is  the  reverse  of  the  stores  issued  day-book. 

Stores  Ledger  (ruling  No.  4)  contains  a  record  of  the  various  stocks, 
an  account  being  opened  for  the  principal  items.  The  debits  consist  of 
the  opening  stocks,  the  monthly  purchases  from  purchase  journal,  cash 
purchases,  and  returns  from  stores  returned  day-book.  To  the  credit  side  are 
posted  the  monthly  totals  of  stores  issued.  At  the  end  of  the  year  the 
balance  of  each  account  is  compared  and  adjusted  with  the  actual  stocks  on 
hand,  in  quantities,  if  not  in  prices.  At  stocktaking  the  foremen  of  the 
various  departments  note  descriptions  and  quantities,  and  the  sheets  are 
abstracted  according  to  the  accounts  in  the  stores  ledger  and  completed  in 
the  cost  office. 

Store  Warrants  (ruling  No.  5)  are  in  counterfoil  form,  made  up  into 
books  for  each  foreman,  who  fills  them  up  as  required  and  sends  them  to 
the  storekeeper.  The  foreman  marks  on  the  warrant  the  contract  for 
which  the  stores  have  been  issued.  The  storekeeper  extends  the  value  of 
the  stores.  The  warrants  are  sent  to  the  cost  office  daily,  and  there  they 
are  checked  and  entered  in  the  stores  issued  day-book. 

Store  Debit  Notes  (ruling  No.  6)  are  similar  to  warrants,  but  used  for 
the  reverse  process  of  returning  stores  not  required. 

Transfer  Warrants  (ruling  No.  7)  are  also  in  counterfoil,  and  each 
foreman  has  a  book.  They  are  used  for  transferring  material  from  one 
contract  to  another. 

Sales  Journal,  for  entering  sales  when  completed,  is  in  the  ordinary 
form,  but,  as  in  the  purchase  journal,  there  are  two  columns  for  posting,  one 
for  commercial  and  the  other  for  cost  books;  the  items  posted  to  the 
commercial  books  being  debited  to  customers,  while  the  cost  book  items  are 
credited  in  the  prime  cost  ledgers. 

Wages  Book. — In  addition  to  taking  time  at  the  gate,  the  time-keepers 
obtain  from  the  men  the  particulars  of  time  spent  on  each  contract  or  job, 
and  extend  each  man's  time.  The  items  in  timekeepers'  books  are  entered 
in  the  wages  book  and  abstracted  into  a  summary  wages  book  (ruling  No.  8), 
showing  the  time  spent  on  each  contract  or  on  each  section  of  a  contract. 
The  wages  are  then  posted  to  the  debit  of  the  various  accounts  in  the 
prime  cost  ledger,  the  weekly  total  being  debited  to  the  wages  account  in 
the  general  ledger. 

Timber  Book  (ruling  No.  9). — Weekly  returns  are  made  by  the  pattern 
shop  foreman  showing^  how  timber,  etc.  are  disposed  of.  The  results  are 
checked  and  abstracted  into  the  timber  book.  The  details  are  posted  to 
debit  of  the  contracts,  and  the  total  posted  to  credit  of  the  timber  account 
in  the  stores  ledger. 

Transfer  Journal  was  found  necessary  for  stock  account  purposes  in 
transferring  items  previously  charged  to  establishment  charges  but 
afterwards  used  for  and  chargeable  to  contracts. 

Iron  and  Brass  Foundries. — The  foremen  in  each  foundry  are  supplied 
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with  an  order  book,  which  contains  a  list  of  all  work  to  be  cast  for  each 
contract,  and  the  weights  of  each  casting  when  made  and  dressed.  The 
order  books  are  sent  to  the  cost  office  weekly,  where  the  results  are 
transferred  to  the 

Brass  and  Iron  Castings  Books  (ruling  No.  10),  and  the  items  are 
posted  to  the  various  contracts.  The  brass  foundry  output  is  charged  in  a 
crude  way  at  a  rate  per  lb.  to  cover  labour,  loss  in  conversion,  and  a  per- 
centage for  expenses. 

In  the  iron  foundry  the  time  on  each  casting  is  supplied  by  a  time- 
keeper, and  expenses  are  charged  at  a  rate  per  cwt. 

Metal  Ledger. — Kept  for  the  foundries  recording  the  metal  supplied  to 
foremen  and  weights  of  castings  made. 

Smithy  is  treated  differently  from  foundries,  as  material  and  coal  only 
are  charged,  the  wages  being  charged  direct  to  the  contracts.  The  week's 
forgings  are  abstracted  by  weights  from  the  foreman's  book,  and  after 
allowing  for  loss  in  conversion  and  scrap,  are  charged  to  contracts  at  a  rate 
per  cwt.  to  cover  cost  of  metal  and  coal. 

Cost  Ledgers  (ruling  No.  11)  contain  an  account  for  the  whole  cost  of 
each  contract  or  section  of  a  contract.  Each  account  is  debited  with 
purchases  from  the  purchase  journal,  stores  from  the  stores  issued  day- 
book, and  with  wages  and  any  petty  cash  items.  The  credits  consist  of 
returns  from  the  returns  purchase  journal,  or  stores  from  the  debit  stores 
day-book. 

Cost  Abstracts  are  made  on  sheets  monthly  or  as  desired,  and  after 
being  balanced  the  items  are  transferred  to  a  private  cost  book  showing  the 
gross  profits  on  each  contract. 

General  Ledger  is  in  the  ordinary  form,  but  acts  also  as  a  connecting 
link  between  the  cost  and  commercial  books.  When  balancing,  a  statement 
is  made  out  agreeing  the  cost  books  with  the  commercial  books,  and  since 
the  system  was  started  it  is  claimed  that  the  two  results  agree  to  a  penny. 
Of  course  it  has  to  be  kept  in  view  that  the  vexed  question  of  oncost  or 
general  expenses  is  really  not  dealt  with,  and  that  the  method  of  treating 
the  foundries,  forge  and  smithy  is  capable  of  improvement. 

{Ruling  No.  1.) — Invoice  Register 


Date  of 
Invoice. 

No.  of 
Invoice. 

From  whom 
received. 

Short  Description. 

Amount. 

Date  sent 
to  Store- 
keeper. 

Date  returned 
from  Store- 
keeper. 

£    s.    d. 
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{Ruling  No.  5.) 


1000 

1000 

19 

Stores  Warrant. 

Store  Warrant. 

To  the  Storekeeper. 

Order  No 

Please  supply  to 

Particulars.    • 

Order 

No. 

Particulars. 

Weight. 

Rate. 

Amount. 

£ 

s. 

d. 

Fc 

rert 

an 

(Ruling  No.  6.) 


1000 


Returned  to  Store. 


From 

Order 

No. 


Particulars. 


19 


Weight. 


1000 

Stores  Debit  Note. 
To  the  Storekeeper. 

Please  receive  per 


From 

Order 

No. 


Particulars. 


Wei 

gut. 

Rate. 

Amount. 

£ 

s.     | 

1 

1 

Foreman . 
Storekeeper . 
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1000 

1000 

19 

Transfer  Note. 

Transfer 
from 

Transfer  from 

..to  .... 

Particulars. 

Weight. 

Rate. 

Amount. 

£ 

8. 

d. 

to 

Particulars. 

Foreman 

Authorised  by 

{Ruling  No.  8.) — Wages  Summary  Book 
Week  ending 19 


No.  of 
Job. 

Name  of  Job. 

Hours. 

No.  of  Hands. 

Details. 

Folio 

Prime  Cost 

Ledger. 

Total. 

Men. 

Boys. 

£      s.      d. 

{Ruling  No.  9.) — Timber  Book 


Folio 

Cost 

Ledger. 

No. 

of 

Job. 

Quantities. 

Description. 

Rate. 

Timber. 

Rate. 

Screws,  Nails, 
etc. 

Total. 

£      s.      d. 

{Ruling  No.  10.) — Iron  Castings  Book 
(Brass  Castings  Book  and  Forgings  Book  same  ruling.) 


Date. 

Description  of 
Castings. 

Folio 

Cost 

Ledger. 

No.  of 
Job. 

Details  of 
Weight. 

Total  Weight. 

Rate. 

Amount. 

£      s.      d. 
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6.  Complex  Manufacturing  Process  using  Cards 

The  example  selected  is  from  an  electrical  engineering  business,  where 
the  work  is  well  standardised  and  cards  fully  adopted : — 

Orders. — Each  order  received  from  a  customer  is  entered  in  the 
customers'  order  book,  and  receives  a  consecutive  number.  A  customers' 
order  card  or  production  card  (Form  No.  1)  is  made  out  and  placed  in 

Form  1 
Customer's  Order 


Job  No.  and             Completed 
Dept.                       Date. 

Description. 

Value. 

! 

a  filing  drawer  in  the  cost  room.  All  the  cards  afterwards  referred  to  are 
of  the  same  width,  but  vary  in  height.  The  order  cards  being  the  highest, 
therefore,  stand  out  above  the  subsidiary  cards  on  the  files.  On  the  back 
of  the  order  card  is  noted  a  short  description  of  the  order.  On  the  front  is 
marked  the  portions  of  the  work  to  be  done  by  the  different  departments. 

"  Shop  orders  "  or  orders  for  work  in  connection  with  internal  adminis- 
tration, maintenance  of  plant,  etc.,  and  all  other  orders,  which  are  not 
customers'  orders,  are  treated  exactly  in  a  similar  manner  to  the  customers' 
orders,  except  that  they  are  registered  in  another  order  book,  and  that 
coloured  cards  are  used  for  them — red  for  items  on  capital  account 
(Form  No.  la),  and  green  for  items  of  oncost  (Form  No.  1&). 


Form  la 
Capital 


Job  No.  and 
Dept. 

Completed 
Date. 

Description. 

Value. 

Form  lb 
Oncost 


Job  No.  and 
Dept. 


Completed 
Date. 


Description. 


Value. 

Specification. — If  the  work  consists  of  more  than  one  operation,  the 
works  manager  or  drawing  office  makes  out  from  the  order  a  minutely 
detailed  specification  of  which  Form   No.  2  is  a  specimen.     This  shows, 
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all  the  operations  necessary  on  the  work,  the  approximate  amounts  of 
material  required,  and  the  departments  in  which  the  various  portions  of 
the  work  are  to  be  done.  Symbols  of  each  operation  to  be  performed  are 
denoted  by  block  capital  letters. 

Sub  -  Production  Orders. — The  specification  then  passes  to  the  order 
clerk,  who  makes  out  cards  in  duplicate  (Form  3)  for  each  operation  in  the 
various  departments.  These  cards  are  known  in  different  works  under 
different  names,  such  as  "sub-production  orders,"  or  "job  cards  or  tickets," 
or  "  department  job  cards."  These  cards  are  entered  in  the  order  book  of 
each  department,  where  consecutive  numbers  are  given  to  each  job  card, 
these  numbers  being  then  known  as  the  "job  numbers."  A  cross  reference  to 
these  job  numbers  is  given  in  the  first  column  of  the  customer's  order 
(Form  1).  One  set  of  job  cards  never  passes  out  of  the  cost  room.  They 
are  filed  in  separate  drawers  kept  for  work  relating  to  each  department,  they 
are  less  in  height  than  the  customers'  order  cards,  but  as  they  are  higher  than 
the  cards  still  subsidiary  to  them,  they  are  easily  distinguished  on  the  files. 
Materials. — The  specification  (Form  No.  2)  shows  what  items  are  to  be 
supplied  from  stock  or  made  in  the  works.  Materials  cards  (or  stores  warrants 
or  requisitions)  (Form  4)  for  all  stores  required  are  prepared  from  the  speci- 
fication, and  issued  for  all  goods  required  from  works  and  stores. 

These  cards  are  on  ordinary  Manilla  paper,  and  are  less  in  height  than 
the  other  cards  described,  but  of  the  same  height  as  the  time  cards  (Form  7) 
afterwards  described.  If  the  storekeeper  has  goods  in  stock  he  completes 
the  particulars  on  the  materials  card,  giving  full  details,  and  puts  the  goods 
aside  into  a  numbered  bin,  marking  upon  the  card  the  number  of  the  bin 
in  which  the  goods  are  placed.  He  then  passes  the  bundles  of  materials 
cards  to  the  different  department  foremen,  who  return  them  to  the  store  as 
they  require  the  goods.  For  any  goods  to  be  made  outside,  materials  cards 
or  requisitions  are  also  prepared,  showing  necessary  particulars  and  marking 
the  number  of  the  order  given  to  the  supplier,  and  when  goods  arrive  they 
find  their  way  to  the  job  number  and  the  proper  bin.  When  any  articles 
are  returned  by  foremen  to  the  store  as  not  required,  they  are  accompanied 
by  a  return  card  (Form  4<x)  of  different  colour. 

When  the  foreman  is  ready  for  the  goods  he  passes  his  warrants  or 
materials  cards  into  the  store.  On  receiving  these  the  goods  are  taken  from 
the  bin  (of  which  the  number  is  marked  on  the  materials  card),  and  handed 
to  the  foreman's  messenger.  The  storeman  then  fills  up  on  the  materials 
card  the  quantity,  etc.,  of  goods  given  out.  The  unit  column  is  used  to 
ensure  uniformity  in  description  of  quantity.  He  at  the  same  time  enters 
upon  the  front  or  credit  side  of  the  bin  card  (Form  No.  5)  the  quantity 
given  out.  These  bin  cards  remain  in  the  store  and  represent  the  stores 
ledger.  The  material  cards  are  sent  in  to  the  cost  room,  where  they  are  filed 
as  subsidiary  cards  under  each  job  ticket.  The  materials  received  into  the 
store,  either  from  the  works  or  from  outside,  are  recorded  in  the  same  way 
on  the  back  or  debit  side  of  Form  5.  In  this  way  the  balance  shown  at 
any  time  on  the  bin  card  should  be  represented  by  goods  actually  on  hand. 
The  bin  cards  are  kept  by  the  storeman.  All  stores  are  arranged  according 
to  their  various  classes,  and  collected  in  bins. 

Labour. — In  the  system  under  description  the  men  are  paid  on  the 
"  premium  system."  From  the  specification  (Form  2)  and  department  job 
cards  (Form  3)  are  therefore  prepared  in  carbon-duplicate  premium  cards 
(Form  6),  giving  the  description  of  the  article  to  be  manufactured,  a  full 
statement  of  the  operation  to  be  performed,  and  the  time  allowed.  One  set 
goes  to  the  foreman  of  the  department  (along  with  duplicate  of  the  specifica- 
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tion)  for  distribution  as  required  to  the  workmen ;  the  other  set  remain  in 
the  cost  room  for  filing. 

When  the  premium  cards  are  handed  to  the  workmen  by  the  foreman  a 
pencil  line  is  drawn  through  the  symbolic  letter  in  the  right  hand  margin 
of  the  shop  specification  thus  •",  to  denote  that  the  operation  has  been  com- 
menced. When  the  operation  is  completed  the  cost  room  clerk  draws  a 
circle  round  the  symbol  on  the  specification  in  the  hands  of  the  shop  foreman, 
thus  0,  showing  that  the  particular  operation  has  been  completed. 

When  a  specification  is  not  necessary,  an  entry  is  made  in  the  shop 
foreman's  register,  and  department  tickets  are  issued  as  above  described. 
The  shop  foreman's  register  includes  all  jobs  specified  or  unspecified. 

For  the  purpose  of  recording  the  workmen's  time  on  jobs,  there  are 
distributed  to  the  workmen  in  each  department  time  cards  (Form  7)  on  blue 
paper  and  of  the  same  height  as  the  material  cards,  upon  each  of  which  only 
one  operation  is  noted.  The  workmen  themselves  record  on  these  cards  the 
time  worked,  and  the  total  number  of  hours  recorded  must  correspond  with 
the  totals  for  which  they  are  paid.  Thus  a  workman  may  be  a  week  on  one 
job,  while  another  may  be  at  six  different  jobs  in  one  day. 

The  time  cards  are  collected  daily  and  passed  to  the  timekeeper,  who 
compares  the  number  of  hours  marked  on  each  man's  cards  with  the  clock 
record  of  the  man's  total  time  in  the  shop.  Should  the  timekeeper  find 
that  the  record  of  hours  does  not  correspond,  he  returns  the  cards  for 
correction.  If  he  finds  the  cards  correct,  he  marks  on  each  card  the  man's 
rate  of  pay,  and  the  cards  are  then  sorted  into  bundles  according  to  the 
rates  of  pay.  This  simplifies  calculations.  The  cost  of  wages  is  then 
extended,  and  the  whole  sent  into  the  cost  room,  where  they  are  filed  in 
the  racks  as  subsidiary  cards  to  job  tickets. 

The  time  cards,  by  the  use  of  a  wooden  slip,  may  be  made  to  show  by 
mere  inspection  of  the  file  whether  or  not  any  job  is  being  worked  upon  ; 
thus,  if  the  slips  be  inserted  at  the  end  of  each  week  at  the  front  of  the 
cards,  all  the  cards  coming  in  during  the  next  week  will  appear  in  front  of 
the  slips,  and  must  represent  current  work. 

Summaries. — The  men  are  instructed  to  write  on  their  time  tickets 
notice  of  completion  of  the  operation  described  on  the  premium  card,  and  at 
the  same  time  to  return  the  premium  card.  Every  night  the  department 
foremen  pass  into  the  cost  room  a  note  of  all  jobs  finished  that  day.  The 
subsidiary  cards  for  labour  and  materials  relating  to  each  finished  job  are 
then  summarised  on  a  "  time  and  material  summary  card  "  (Form  8),  and 
these  subsidiary  cards  are  taken  out  of  the  department  file.  The  totals  are 
carried  into  a  departmental  abstract  book.  The  oncost  charges  are  then 
added,  also,  if  desired,  the  charge  for  machines,  and  the  total  cost  is  also 
inserted  on  the  customers'  order  card. 

When  a  card  is  summarised,  and  its  value  transferred  to  the  superior 
card,  one  corner  is  cut  off,  so  that  an  inspection  of  the  file  shows  whether 
the  summation  work  is  up  to  date,  uncut  cards  being  unsummarised. 

Whenever  the  work  described  on  a  card  is  complete  it  is  immediately 
summarised  and  withdrawn  from  its  file,  and  thus  the  cards  in  the  file  at 
any  time  represent  the  work  in  progress. 

When  the  customers'  order  summary  is  complete  it  is  immediately  with- 
drawn from  the  file,  and  thus  the  customers'  order  file  is  a  complete  record 
of  unexecuted  orders. 

A  new  summary  card  is  opened  for  the  operation  tickets  and  job  tickets 
each  month,  so  that  the  value  of  the  work  in  progress  is  summarised  monthly, 
localising  the  cost  during  the  current  month. 
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Form  2 
Shop  Specification 


Commutating  Dynamo 


For 


Dynamo  Type 


Size 


Revs. 


Motor 

Volts  Amps. 

Direction  of  Rotation 

Pulley 

Rails 

Resistance 

Mach.  No Arm  No. 

Issued  by Date 


HH 

X 

w 

Q 

» 

> 

: 

c 

SskS 

o 

Drawings 


Receipt— Date. 

Completion— Date. 

| 

1 

A 

B 

C 

E  

H 

. .  Joiner  and  Fitter 

Cost  Clerk 

1 

Forwarding  Instructions 

Delivery  required /  '  Description  of  Case 

Mark  

Conveying  and  Forwarding  Instructions 

Carriage  Paid  and  Forwarded  by 

Greatest  External  Dimensions,  Ft In Weight  Net. 

Gross 
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Commutating  Dynamo  Specification  (Contcl).    No Type 


Armature. 

|  Shaft. 

I  key  for  spider 

\        , ,       core 

£        »       pulley      . 

Brush  Gear. 

*  Spindles  with  Nuts      . 
f  Insulating  sleeves 
£  ,,  washers 

|  Not  Insulating  Washers 

Commutator  {diam 

ten ) 

,,     wearing  thickness 
£  Sleeve 
|  Washer 
f  Nut     . 

Bearings. 

$  Rocker 

$       ,,     bolts. 

|       ,,     clamping  handle 

Magnets  and  Frame. 

&  Soleplate 

§        ,,  and    magnet 

combined 
£  Top  magnet 

Winding. 

Direction . 
Slots 

Conductors,  per  slot 
f  Armature,  main  (size. . . ) 
No.  of  face  conductors 
Total  length 
f    Comm.  coil  (size...) 

Terminals. 

\  Base    .... 
\  Insulating  base    . 
,,  screws 

I   +  sockets    . 

Erecting,    Fitting,     and 
Testing 

Patterns     and     Special 
Tools 

Painting,  Packing,  and 
Delivery 

Slide  Rails  (complete)  . 
',l  Rails  .... 
V  Dog  brackets 


No.  off 


Material 


Quantity 


Unit. 


To  be 
Drawn  from. 


To  be 

Mnfd.  by 

Dept. 
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Form  3  (in  Duplicate). — Sub-Production  Orders 


// 

Dept. 

Job  No. 

Date. 

To  be  charged  t" 

Drawings 

Specification 

Compl( 

jted, 

/      / 

Description 

Form 

4. — Stores  Requisition  Card 

Dept. 

Man's  No. 

Foreman. 

Spec.  No. 

Job. 

Article  Kequired 
(Put  one  Requisition  only  on  each  Card.) 

Date. 

Bin.  No. 

Quantity. 

Unit. 

Rate. 

Total. 

Form  4<x. — Stores  Returned  Card 


Dept. 

Man's  No. 

Foreman. 

Job. 

Article  Keturned 
(Put  one  Return  only  on  each  Card.) 

Date. 

Bin.  No.                  Quantity. 

Unit. 

Rate. 

Total. 
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Farm  5  (Credit  Side). — Bin  Card 


Unit. 

Goods 
Issued. 

Bin  No. 

Descripti 

Job  No. 

Reqd. 

Issued. 

Job  No. 

Reqd. 

Issued. 

Job  No. 

Reqd. 

Issued. 

_ 

Brought 
forward 

_ 

Brought 
forward 

I 

Forward 

Forward 

(Debit  Side) — Bin  Card 

Goods 
Received. 

Unit. 

Bin  No. 

Job  Quantity. 

Minimum. 

Job  No. 

Order  No. 

Ordered. 

Delivered. 

Rate. 

Cost. 
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Form  6  {in  Duplicate). — Premium  Card 


Dept. 


Job  No. 


// 


Date. 


Article 


Ticket  No. 


Operation 


No.  off. 


Machine  No. 
Started- 


Finished 


Man's  No. 


Time  allowed- 
Time  taken  — 


For  Premium 


Hours. 


Man's 
No. 

Date 
19    . 

Hours. 

Rate. 

£ 

s. 

D. 

Machine 

No. 

Hours. 

Rate. 

£ 

8. 

V. 
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Form  7. — Time  Record  Card 
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Dept. 

Corner  cut  off 
when 
^summarised. 

Man's  No. 

Foreman. 

Card  No. 

Job  Number. 

Time  Eecord 
{Put  one  operation  only  on  each  Card.) 

Machine  Xo. 

1 

Rate. 

! 

Wage. 

Hours. 

Rate. 

Dat 

e 

-11 

Form  8. — Time  and  Material  Summary  Card 


// 

Time  and 

Material  Summary. 

Dept. 

Job  No. 

Date 
Completed. 

Ticket. 

Material. 

Material 
Value. 

Opera- 
tion. 

Hours. 

Time 
Value. 

Machine 
Hours. 

Rate. 

Machine 
Value. 

£ 

s. 

d. 

£ 

s. 

d. 

£ 

s. 

d. 

7.  Factory  Production  Using  Cards  for  Costing  Operations. 

System  of  cards  for  a  factory  where  parts  are  made  in  very  large 
quantities,  adapted  for  recording  costs  in  workshops  manufacturing  delicate 
scientific  instruments  involving  a  great  many  small  parts  and  much 
repetitive  work.  The  system,  with  some  modification,  may  also  be  adapted 
to  general  engineering  machine  shops. 

The  leading  principle  followed  is  to  arrive  at  the  cost  of  individual 
operations  as  well  as  that  of  completed  articles, — information  as  to  operations 
being  deemed  most  valuable  in  tracing  losses  and  economies,  and  in 
preparing  estimates. 
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Symbols. —  The  system  starts  with  the  use  of  symbols,  see  list 
(Form  0),  copy  of  which  is  handed  to  each  workman.  These  symbols  are 
used  for : — 

(1)  Operations,  for  which  single  capital  letters  are  used  thus,  A  re- 
presents assembling,  B  boring,  and  so  on. 

(2)  Materials,  for  which  double  capital  letters  are  generally  used  thus  : — 
CI  may  represent  cast  iron  ;  CB,  cast  brass ;  WI,  wrought  iron,  and  so  on. 

(3)  "  Piece  symbols  "  for  individual  part  of  articles  to  be  manufactured. 
The  last  requires  some  detailed  explanation.  Let  a  letter  of  the  alphabet 
represent  one  type  of  machine,  thus  : — L  lathe,  then  La  represents  one  type 
of  lathe,  Lb  another,  Lc  a  third,  and  so  on,  while  each  individual  part  of 
the  lathe  is  numbered.  Thus  : — Lai  may  be  the  standards  of  a  lathe,  La2 
the  bed,  La3  the  leading  screw.  This  "  piece  symbol "  is  marked  on 
the  drawing  of  the  piece,  and  is  used  for  indexing,  for  marking  patterns, 
jigs,  and  special  tools,  and  it  is  finally  marked  on  the  piece  itself,  thus 
facilitating  reference  and  lessening  mistakes.  As  the  same  symbol  is  not 
given  to  two  differently  formed  pieces  (even  if  one  is  only  a  slight  modifica- 
tion of  the  other)  it  becomes  valuable  in  identification  and  in  correspondence 
with  buyers  when  replacement  becomes  necessary. 

Orders. — All  work  is  done  to  a  "shop  order"  (Form  1  of  green  colour), 
which  bears  a  distinguishing  number  (job  number),  and  all  cards  for  time  or 
material  expended  on  the  shop  order  bear  this  job  number.  The  shop 
order  describes  the  articles  to  be  manufactured,  and  quotes  drawing 
numbers  and  symbols  of  the  pieces.  Several  copies  are  prepared,  one  for 
the  shop  manager,  ultimately  going  to  the  finished  goods  store,  and  one 
being  retained  by  the  manager.  Others  are  sent  to  the  foreman  of  each 
department  concerned.  The  shop  order  may  or  may  not  correspond  with  a 
customer's  order,  according  as  to  whether  the  articles  manufactured  are 
made  to  a  customer's  order  or  for  stock  (see  note  at  bottom  of  Form  1). 

Customer's  Order  Form. — This  form  (No  la)  shows  a  means  of  readily 
keeping  in  touch  with  customers'  orders.  All  orders  received  are  abstracted  on 
such  forms,  showing  at  a  glance  the  important  features  of  each  customer's 
order.     References  are  made  to  all  correspondence  relating  to  the  order. 

Specification  (Form  2  of  white  colour). — Upon  the  issue  of  an  order  a 
specification  is  made  out  by  the  drawing  office.  This  shows  symbols  in  one 
column,  names  of  parts  in  another,  drawing  Nos.  in  a  third,  and  also  the 
number  of  parts  required  in  each  machine  and  in  the  total  machines.  The 
specification  then  passes  to  the  order  department  which  orders  from  outside 
material  for  each  part,  if  not  in  stock,  and  notes  in  column  headed  "  ordered," 
date  of  order,  or  "  in  stock."  The  shop  specification  then  passes  to  the  shop 
manager,  when  the  "  reed."  column  is  completed  as  the  necessary  material 
comes  to  hand.  When  all  the  time  cards  (see  below)  for  each  symbol  have 
been  handed  to  the  foremen,  the  column  "  cards  out "  is  ticked  off.  The 
operations  on  each  time  card  are  noted  on  the  columns  of  operation  thus, 
B,  T,  C,  F ;  and  as  each  operation  is  completed  the  time  cards  are  returned 
to  the  shop  manager,  who  crosses  out  the  operation  in  the  specification 
until  all  the  operations  are  completed,  indicating  that  the  parts  are  ready 
for  erecting.  It  is  claimed  therefore  that  the  shop  specification  auto- 
matically keeps  a  complete  record  of  the  progress  of  the  work. 

Labour. — Time  Cards  (Form  3  of  gray  colour)  record  all  time  upon 
orders.  These  are  filled  by  the  men  themselves,  and  are  checked  daily  with 
the  men's  **  clock  time  "  by  the  timekeeper  (conveniently  during  the  meal 
hour),  to  ensure  that  the  total  number  of  hours  allocated  to  jobs  agrees  with 
the  total  number  of  wage  hours.    They  are  further  totalled  every  week  and 
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posted  to  the  "shop  order"  in  an  ordinary  cost  ledger,  the  total  postings 
agreeing  with  the  weekly  wage  bill. 

After  completion  of  the  operations,  the  cards  are  filed  away,  behind  tab 
cards  1  tearing  the  symbol  number,  in  drawers  specially  made  for  the  purpose, 
where  they  are  immediately  available  for  reference  purposes. 

The  premium  card  (No.  9)  shows  how  this  costing  system  can  without 
alteration  be  continued  when  the  premium  system  of  remunerating  labour 
is  adopted. 

Materials. — For  every  item  of  every  invoice  a  store  ledger  sheet  or 
bin  sheet  (Form  4)  is  made  out  by  the  order  clerk.  These  are  kept  in  the 
office  on  riles  and  form  the  store  ledger.  Two  separate  consignments  even 
of  the  same  material  are  never  posted  to  the  same  sheet,  thus  avoiding 
fluctuations  of  price  and  other  difficulties  found  in  keeping  an  ordinary 
store  ledger.  The  store  ledger  sheets  are  numbered  consecutively  without 
regard  to  the  materials  they  represent,  and  are  indexed  to  materials  by 
means  of  a  card  index.  At  the  time  of  filling  in  the  store  ledger  sheets  a 
bin  tag  or  label  (Form  4a),  one  for  each  sheet,  is  made  out  bearing  the 
reference  number  of  the  sheet  to  which  it  refers,  thus  identifying  the 
material  it  refers  to.  Material  drawn  from  store  is  obtained  by  means  of  a 
material  card  (Form  5  of  light  blue  colour).  A  workman  needing  material 
fills  in  the  card  and  takes  it  to  his  foreman,  who  initials  it  if  correct.  It  is 
then  handed  to  the  storeman,  who  fills  in  the  bin  number  (obtaining  it  from 
the  bin  tag  affixed  to  the  material  given  out),  and  the  quantity  of  material 
issued  (in  the  correct  unit).  All  material  cards  are  handed  daily  to  the 
store  clerk,  who  fills  in  the  value  from  the  store  ledger  sheet.  The  total 
material  cards  for  a  week  are  first  sorted  out  to  bin  numbers,  and  the  total 
for  each  Bin  No.  for  the  week  is  posted  to  the  credit  of  the  store  ledger 
sheet.  The  cards  are  then  sorted  out  to  job  numbers,  and  the  total  for  each 
Job  No.  posted  to  the  debit  of  the  corresponding  account  in  the  cost  ledger. 
The  grand  totals  credited  to  stores  and  debited  to  jobs  must  of  course  agree. 

Material  Credit  Card. — Form  6  (of  buff  colour)  is  used  to  debit  the  stores 
and  credit  the  jobs  with  the  amount  of  material  returned. 

The  material  cards  are  then  sorted  out  to  symbols  and  filed  away  in 
drawers,  in  a  manner  similar  to  the  time  cards,  behind  a  tab  card  bearing 
the  piece  symbol  number.  The  total  costs  in  time  and  material  per  opera- 
tion are  thus  ascertained  and  the  results  filed  away  for  handy  reference. 

Stores  and  Despatch. — When  a  "  shop  order  "  is  completed  the  manu- 
factured articles  pass  into  the  Finished  Goods  Store  along  with  the  shop 
manager's  copy  of  the  shop  order,  and  labels  (Form  7)  are  attached  to  them. 
There  they  lie  until  authorised  to  be  removed  by  means  of  the  "  despatch 
sheet"  (Form  8  of  red  colour).  These  despatch  sheets  bear  consecutive 
numbers,  give  information  regarding  delivery,  and  are  signed  by  the 
manager  or  other  responsible  head.  Upon  despatch  of  the  articles,  the 
sheet  is  sent  to  the  office,  where  the  necessary  letter  of  advice,  etc.,  is 
written  out,  the  invoice  made  out,  the  nett  value  of  the  sale  entered  on 
the  despatch  sheet,  and  the  amount  debited  directly  from  this  sheet  to 
the  customer's  ledger  account. 

At  the  same  time  the  storeman  has  entered  in  the  column  provided  for 
the  purpose  at  the  bottom  of  the  shop  order  the  number  of  machines  sent 
out,  these  shop  orders  thus  becoming  records  of  finished  goods  in  stock. 

When  all  the  machines  detailed  on  a  shop  order  form  are  despatched, 
the  form  is  returned  to  the  manager's  department  affixed  to  the  original 
shop  order  and  filed  away. 

The  system  described  above  has  been  carried  out  in  actual  practice  by  a 
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smaller  staff  than  that  required  for  a  book  system  previously  in  use,  while 
it  is  claimed  by  those  who  use  it  that  the  results  are  almost  unattainable 
by  any  book  system. 

Form  0 


A 

Symbols  for  Various 

Operations. 

Assembling. 

No 

|\J      Burnishing. 

AD 

Adjusting 

O      Punching. 

B 

Boring  or  Balsaming. 

P     Patternmaking. 

C 

Countersinking. 

P  G      Packing. 

D 

Drilling. 

P  K      Pickling. 

D  V 

Dividing. 

Q      Cutting  Off,  Centering. 

E 

Erecting. 

R      Riveting. 

E  N 

Engraving. 

R  |\/|      Reaming. 

F 

Finishing,  Filing. 

3     Shaping,  Soldering. 

G 

Grinding,  Lapping,  or  Glazing. 

Turning,  Typing. 

H 

Hardening  or  Tempering. 

U      Edging. 

1 

Marking  Off. 

V      Fitting. 

J 

Joiner  Work. 

W      Forging. 

K 

Facing. 

X      Cutting  Teeth. 

L 

Lacquering,  Painting,  Varnishing. 

Y     Slotting. 

M 

Milling. 

Z     Testing. 

Please  print  the  letters  on  your  cards  in 

plain  block  type  like  the  above. 

Nc 

other  symbols  than  those  given  above  are  to  be  used  to  indicate  operations. 

In  the  case  of  operations  other  than  those  specified  above  being  performed  on 

a  piece,  the  name  of  the  operation  is 

to  be  written  out  at  length. 

Symbols  for  Materials. 

No 

Iron  : 

Copper 

cu 

Cast  Iron                                      Q  \ 

German  Silver 

GS 

Wrot.  „                                         W  1 

Aluminium 

A  L 

Soft     „                                  S  1 
Steel  : 

Platinum 

PT 

Platinoid 

PD 

Zinc 

Z  N 

Mild  Steel                                  M  S 

Tin 

T  N 

Oast      ,,                                      [^  £5 

Lead 

L  D 

Tool      „                                     T  S 

Solder 

S  L 

Nickel  „                                      N  S 
Watch  Pivot  Steel                      p  S 

Other  Materials : 
Glass 

G  L 

Metals : 

Vulcanite 

VT 

Cast  Brass                                   C  B 

Boxwood 

B  W 

♦Drawn  „                                      D  B 

Wood 

W  D 

Gun  Metal                                 G  M 

Ivory 

1  V 

Delta  Metal                               D  M 

India  Rubber 

1  R 

Please  print  the  letters  on  your  cards  in  plain  block  type  like  the  above. 

No  other  Symbols  than  those  given  are  to  be  used. 

In  the  case  of  materials  other  than  those  given  above  being  used, 

the  name  of 

the  material  is  to  be  written  out  at  length. 

*  Includes  also  rolled  sheets  and  bars. 
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Shop  Order. 


Job  No. 


CO.  No.*  Date  of  Order. 


Co",,         Date  Completed.    **£*«  Account. 


Please  put  in  hand  the  following,  and  charge  all  time  and  material  to  the  Job  No.  given  above 
When  completed  pass  into  Finished  Goods  Store  with  this  Form. 


Drawing  Nos.  and  Symbols  : 


Signed 


Received  by  Storeman  :  Date 


No.  Signed 


Given  out  to  Customer's  Orders  or  otherwise  disposed  of. 


CO.  No.        Date.      No.        CO.  No.        Date.      No.        CO.  No.        Date.      No.        CO.  No.       Date.      No 


Remarks  :- 


Further  Remarks  may  be  made  overleaf. 


CO.  No.  only  to  be  filled  in  here  when  all  the  work  specified  is  done  to  a  Customer's  Order. 


Form  la. — Customer's  Order  Card 


CO.  No. 

Date  of  Order.       No'  °U§^^ 

Date  Received. Ackn^eedged 

Date  for           Delivery      Full  Payment 
.    Delivery.        Completed        Received. 

Fron 

Name.                                                         

Address                                                               

Total  Net  Price. 

Description  (main  features 

only) 

See  back  fo 

r  full 

par  tic  l 

liars. 
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For  delivery  to. 


Carriage Packing 


For  previous  Correspondence  bearing  upon  this  Order,  see 


For  subsequent  Correspondence,  etc.,  relating  to  this  Order,  see 


Deliveries  effected,  dates   and   Instrument  Nos.      For  further  particulars,  see 
Despatch  Sheets. 


Payments  Received. , 


CO.  No. 


Full  Details  of  Articles  Ordered.* 


Items. 


No. 


Take  from 
S.O.  No. 


Total, 


Discounts. 


Total  Net  Price, 


Gross  Price. 


Remarks. 


These  must  be  very  carefully  stated  with  reference  to  quotations  (if  any),  descriptions,  or  drawings. 
Alterations  to  the  original  order  should  be  noted  in  red. 
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Form  2 


Date  of  Issue                                                                                               Sheet  No. 
Symbol                             Shop  Specification                              Job  No. 

No. 

Name  of  Part. 

Drg. 
Nos. 

No. 
Off, 

Total 
No 

Matl.       Ordd. 

Reed. 

Cards 
Out. 

Operations 
Completed. 

Form  3. — Time  Card 


Date  of  Issue. 

Symbol. 

Man's  No. 

Time  Taken. 
For                     Pieces. 

Job  No. 

Commenced. 
Date  and  Hour. 

Rate. 

Operation. 

Finished. 
Date  and  Hour. 

Total  Wages. 

Checked  by. 

No.  of  Pieces  Passed. 

Date  of  Passing. 

This  Card  is  to  be  finally  ha 
been  checked  and  passed. 

Remarks  and  calculations  m 

nded  into  the  office  when  the 
ay  be  made  on  the  back. 

operation  specified  thereon  has 

Date.              Hours. 

Date.            Hours.             Date. 

Hours.             Date.            Hours. 

M. 

Tu. 

W. 

Th. 

' 

F. 

S. 

1 
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Form  4. — Bin  Card 


Material. 

Purchased  from. 

Inv.     Fo.                 Ord.  No. 

1                                | 

| 
Date  Reed.               Quantity. 

Min.  Quan.              Reordered. 

Price  Per 

Total  Value  £        : 

Date. 

Quantity. 

Value. 

Date. 

Quantity. 

Value. 

Bin  No. 

To  be  written  up  every  week. 

Form  4:a. — Bin  Labels 


/ 


/~T~\ 


Date 


Description  : 


\ 


o 

Bin  No. 


Quantity- 


Unit: 


Min.  Quantity 


Form  5. — Materials  Issued  Card 


Date  :        :        : 

Man's  No. 

Job.  No. 

Bin  No. 

Quantity. 

Stores  Required. 

Put  only  one  kind  of  Article  on  each  Card. 

Foreman. 

Value. 

This  & 
Symbol. 

ird  to  be  used  for  obtaining  Goods  from  Store. 

Re 

marks. 
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Form  6. — Materials  Returned  Card 


Date  : 

Man's  No. 

Job  No.* 

Bin  No.* 

Quantity. 

Stores  Received. 

Put  only  one  kind  of  Article  on  each  Card. 

Foreman. 

Value. 

Storeman. 

This  Card  to  be  used  only  for  Returned  Store. 

*  Note  these  very  carefully. 

Symbol. 

- 

Remarks. 

/' 


Instrt. 


Form  7. — Finished  Goods  Label 


No. 


•-N      Made  to  S.O.  No. 
Completed  (Date) 


\ 


Stock  Book  Foli< 


NOTE 

No  further  work  or  material  to 
be  put  to  this  article  without 
the  special  sanction  of  the 
Manager  in  writing. 


\ 


/ 
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Form  8. — Despatch  Sheet 


^C.O.  No. 

Please  pack  and  despatch  the  undermentioned  goods  on  (date), 
addressed  to 


S.O.  No. 


per ,  Carriage  payable  by 


Signed. 


Marks. 


Weight. 


Cwts.    Qrs.     Lbs. 


Packing  Cases. 


L.         B.         D. 


Value. 


£  s.  d, 


Packed  and  despatched  in  good  condition  by 


Date 


Instructions  to  Office 


Packing   Cases  

Advice  Note  or  Letter  Folio. 
Invoice  Book  Folio 


Remarks  may  be  written  on  the  back. 


The  Form  to  be  handed  into  the  Office  as  soon  as  the  Goods  thereon  have  been  despatched. 
The  Form  must  not  be  used  for  any  other  purpose  than  that  specified. 
All  blank  spaces  must,  as  far  as  possible,  be  filled  in. 
*  Only  one  CO.  No.  on  each  Sheet. 


Form  9. — Premium  Card 


Date  : 
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Appendix  II. 

List  of  some  of  the  Books  and  Papers  dealing  with  the  subject. — Books:  Factory  Accounts, 
by  E.  Garcke  and  J.  M.  Fells,  1889  (Spon). — Engineering  Estimates  and  Cost  Accounts, 
by  F.  G.  Burton,  1896  (Manchester,  Technical  Publishing  Co.)- — Engineering  Estimates,  Costs, 
and  Accounts,  by  A  General  Manager,  1896  (Lockwood).  —  The  Commercial  Organisation  of 
Factories,  by  J.  Slater  Lewis,  1896  (Spon).  —  The  Commercial  Management  of  Engineer- 
ing Works,  by  F.  G.  Burton,  1899  (Manchester,  Technical  Publishing  Co.).  —  The  Management 
of  Engineering  Workshops,  by  A.  H.  Barker,  1899  (Manchester,  Heyvvood).  —  The  Cost  of 
Manufactures  and  the  Administration  of  Workshops,  by  Captain  H.  Metcalfe  (New  York, 
Wiley  and  Son). — The  Complete  Cost  Keeper,  by  H.  L.  Arnold  {Engineering  Magazine),  1900. 
— Manufacturing  Accounts,  by  Eddis  and  Tindall  (Toronto,  1902), 

Papers  :  Transactions  of  the  American  Society  of  Mechanical  Engineers  :  "  Nomenclature 
of  Machine  Details,"  by  Oberlin  Smith,  1881;  "Shop-Order  System  of  Accounts,"  by 
Captain  H.  Metcalfe,  1886;  "A  Short  Way  to  keep  Time  and  Cost,"  by  Henry  Leon 
Binsse,  1888;  "  Estimating  the  Cost  of  Foundry  Work,"  by  George  L.  Fowler,  1888; 
"An  Accurate  Cost- Keeping  System,"  by  H.  M.  Norris,  1897. — Engineering  Magazine: 
"Modern  Machine  Shop  Economics,"  Six  papers  by  H.  L.  Arnold,  1896;  "Cost-Keeping 
in  Machine  Shop  and  Foundry,"  Four  papers  by  H.  Roland,  1897;  "Effective  Systems  of 
Finding  and  Keeping  Shop  Costs,"  Eight  papers  by  H.  Roland,  1898;  "A  Simple  and 
Effective  System  of  Shop  Cost-Keeping,"  by  H.  M.  Norris,  1898  ;  "Machine  Shop  Manage- 
ment in  Europe  and  America,"  Eight  papers  by  H.  F.  L.  Orcutt,  1899;  "Shop  Cost- 
Keeping  and  General  Expense,"  Three  papers  by  H.  M.  Norris,  1899  ;  "Works  Management 
for  the  Maximum  of  Production,"  Four  papers  by  J.  Slater  Lewis,  1899;  "Commercial 
Organisation  of  the  Machine  Shop,"  Six  papers  by  Hugo  Diemer,  1900  ;  "Cost-Keeping  :  A 
Subject  of  Fundamental  Importance,"  by  J.  N.  Gunn,  1901  ;  "The  Proper  Distribution  of 
Establishment  Charges,"  Six  papers  by  A.  H.  Church,  1901. — North-East  Coast  Institution 
of  Engineers  and  Shipbuilders :  "On  Works  Organisation,"  by  F.  Westgarth,  1898  ;  "Shop 
and  General  Establishment  Charges  in  Engineering  Works,  and  their  Relation  to  Costs  and 
Estimates,"  by  W.  E.  Cowens,  1898  ;  "Some  Remarks  on  the  Commercial  Organisation  of 
Shipyards,"  by  Walter  Scott,  1901. —  Workshop  Records,  by  George  Parker,  1902.  —  Institute 
of  Shipbuilders  and  Engineers  in  Scotland:  "  Workshop  Administration,"  by  David  Cowan, 
1900];  "Administration  of  Workshops,  with  Special  Reference  to  Oncost,"  by  David  Cowan, 
1901. — American  Machinist :  "Cost-Keeping  at  the  Chicago  Works  of  Fraser  and  Chalmers," 
Two  papers  by  J.  A.  Thomas,  1900  ;  "  Principles  of  Cost  Accounting,"  Two  papers  by  F.  A. 
Halsey,  1901. — Institution  of  Junior  Engineers  :  "  Management  of  Engineering  Workshops," 
Six  papers  by  A.  H.  Barker,  1901. — International  Engineering  Congress,  Glasgow:  "  Work- 
shop Methods,"  by  W.  Weir  and  J.  R.  Richmond,  1901  ;  "Premium  System  of  Remunerat- 
ing Labour,"  by  Jas.  Rowan,  1901.  —  The  Accountant,  Cost  Accounts,  by  John  Mann,  Jr., 
1891. — Factory  Accounts,  C.  E.  Goode. — Oncost  and  its  Apportionment,  John  Urie,  1902. — 
"The  Cost  Accounts  of  an  Engineer  and  Ironfounder,"  by  J.  W.  Best,  F.C.A.,  1901  ; 
"System,"  Shaw- Walker,  Michigan;  "Book-keeping,"  Detroit,  Michigan,  Business  World, 
New  York.  J0HN   MANN,   Jr. 

Countervailing  Duty. — A  duty  imposed  on  imported  goods, 
in  order  to  place  them  on  an  equal  footing  with  articles  of  the  same  class 
manufactured  at  home,  and  liable  to  Excise  or  other  Inland  Revenue  duties. 
The  duties  of  this  nature  levied  in  the  United  Kingdom  are  intended  to 
be  the  exact  equivalent  of  the  cost  to  the  home  producer  of  the  duties 
levied  upon  his  products.     Thus,  British  spirits  are  chargeable  with  a  duty 
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of  lis.  per  proof  gallon,  while  imported  spirits  are  subject  to  a  Customs  duty 
of  lis.  4d.  The  additional  4d.  is  imposed  in  respect  of  the  loss  and 
hindrance  caused  to  the  home  producer  by  the  regulations  of  the  Excise 
Department.  On  imported  methylated  spirits,  which  are  free  from  ordinary 
duty,  if  prepared  according  to  certain  prescribed  regulations,  this  counter- 
vailing duty  of  4d.  is  levied.  On  imported  beer  the  Customs  duty  is  8s.  per 
barrel  of  thirty-six  gallons,  of  a  standard  gravity  of  1055  degrees,  which  is 
3d:  more  than  the  corresponding  charge  on  British  beer.  On  imported 
playing  cards  the  stamp  duty  is  3s.  9d.  per  dozen  boxes,  as  against  3s.  in 
the  case  of  cards  manufactured  at  home.  The  countervailing  duty  is 
supposed  to  be  only  sufficient  to  place  the  home  and  foreign  producer  on 
an  equal  footing. 

Coupons. — Certificates  entitling  the  holder  to  payment  of  interest 
or  dividend  attached  to  debenture  bonds  or  other  securities.  As  the 
interest  or  dividend  falls  due  a  coupon  is  detached  and  presented  for 
payment  at  the  place  specified  on  the  coupon. 

Course  of  Exchange.     See  Foreign  Exchanges. 

Courtesy. — In  Scotland  this  is  the  term  used  to  denote  the  right 
of  a  surviving  husband  to  a  liferent  of  the  heritage  in  which  his  wife  died 
infeft.  This  right  is  conditional  on  there  having  been  a  child  of  the 
marriage  which  survived  its  birth,  was  heard  to  cry,  and  was,  for  however 
short  a  time,  its  mother's  heir.  The  right  to  courtesy  is  lost  by  the 
husband's  divorce,  but  not  by  his  marrying  again. 

Cover. — The  security  which  a  lender  receives,  such  as  bonds,  scrip, 
certificates,  etc.  to  be  held  against  advances  made  to  a  borrower.  Where 
the  advance  is  made  within  the  Stock  Exchange  the  lender  takes  over  the 
stock  borrowed  upon  at  the  current  market  price  as  "  cover."  When  bankers 
advance  they  require  both  "cover"  and  either  a  margin  of  cash  to  protect  them 
against  loss  through  a  fall  in  the  market  price  or  securities  to  the  value 
of  10  to  20  per  cent  of  the  loan,  according  to  the  nature  of  the  securities 
deposited. 

Cover  Note. — A  note  issued  by  an  insurance  company  stating 
that  until  the  policy  is  issued  the  subject  matter  proposed  to  be  insured  is 
held  to  be  insured.  These  notes  are  generally  issued  by  fire,  accident,  and 
guarantee  offices.  A  proposal  for  insurance  having  been  sent  in,  the  insur- 
ance company  issue  a  cover  note  acknowledging  receipt  of  the  proposal,  and 
bearing  on  the  face  of  the  note  that  the  proposer  is  "  covered "  until  the 
policy  is  issued  or  declared,  as  the  case  may  be. 

C.  P.— Charter-Par  ty. 

Cr. — Credit  or  creditor. 

Credit. — The  credit  side  of  an  account  is  the  right  hand  side,  and 
the  entries  made  on  that  side  are  sometimes  spoken  of  as  credits.  (See 
"  Book-Keeping.") 

Credit,  Letter  Of. — A  letter  addressed  to  a  banker,  or  some 
other  person  or  firm,  containing  a  request  to  make  payments  or  give  accept- 
ances to  a  third  person  or  firm  for  account  of  the  writer  or  writers  of  the 


CUREENCY  301 

letter.  Sometimes  the  letter  is  directed  to  a  number  of  bankers  at  various 
places,  with  a  request  that  all  payments  must  be  endorsed  upon  the  letter 
of  credit  by  the  parties  making  them,  so  as  to  show  what  amount  remains 
unused.  A  letter  of  this  kind  is  called  a  circular  letter  of  credit.  (See 
"  Circular  Notes.") 

Credit  Note. — An  advice,  acknowledgment,  or  admission  of  in- 
debtedness sent  or  made  in  writing  by  one  party  to  another.  The  term  is 
commonly  used  in  connection  with  a  note  of  allowance  made  by  a  seller  of 
goods  in  respect  of  (1)  goods  returned  to  him ;  (2)  shortage  in  the  weight ; 
(3)  abatement  in  the  price ;  (4)  crates,  etc.  returned.  The  seller  when  he 
makes  an  allowance  for  any  of  these  items  sends  a  note  to  the  other  party 
acknowledging  such  allowances,  and  stating  that  credit  will  be  given  there- 
for. These  notes  are  called  "  credit  notes,"  and  as  a  rule  are  printed  in  red 
ink  to  distinguish  them  from  the  ordinary  invoices  or  debit  notes. 


Cum   d i V .  — With  dividend. 

Cumulative  Preference  Shares.— Shares,  which  entitle 

the  holder  to  a  certain  stated  dividend  per  annum,  which  is  not  dependent 
upon  the  profits  of  each  particular  year,  but  is  cumulative — that  is,  if  the 
profits  of  any  one  year  are  not  sufficient  to  pay  the  stated  dividend,  the 
balance  of  dividend  unpaid  for  that  year  must  be  paid  out  of  the  next 
year's  profits,  are  termed  cumul^ive  preference  shares  so  far  as  profits  or 
dividends  are  concerned.  Shares  which  have  a  preference  in  regard  to  the 
repayment  of  capital  over  the  ordinary  shares  are  termed  capital  preferential 
shares. 


Currency. — The  currency  of  a  country  is  the  medium  of  exchange 
used  to  facilitate  business.  The  word  is  also  used  for  the  standard  of  value. 
Bargains  could,  of  course,  be  made  and  carried  out  without  the  use  of  a 
medium  of  exchange  or  a  circulating  medium,  as  it  is  sometimes  called, 
but  the  exchange  of  commodities  is  greatly  simplified  and  business  trans- 
actions made  certain  when  a  fixed  currency  is  adopted.  Adam  Smith 
compares  the  currency  of  a  country  to  the  road  which  conveys  produce 
to  market,  and  John  Stuart  Mill  describes  it  as  machinery  for  doing 
quickly  and  commodiously  what  could  be  done,  though  less  quickly  and 
commodiously,  without  it.  Without  the  circulating  medium  of  a  country 
all  sales  and  purchases  would  have  to  be  effected  by  barter,  as  among 
savage  nations  and  primitive  peoples.  Various  kinds  of  articles  have  been 
used  as  a  circulating  medium,  but  as  civilisation  has  advanced  the  precious 
metals,  more  especially  gold  and  silver,  have  come  to  be  almost  exclusively 
adojtfed.  With  the  advance  of  trade  and  the  better  understanding  and 
further  development  of  the  principles  of  credit,  the  metallic  money  has 
largely  given  place  to  a  credit  currency  in  the  shape  of  cheques,  bills,  and 
the  other  forms  of  a  credit  or  paper  currency.  The  authorised  metal 
currency  of  the  United  Kingdom  is  shown  in  the  following  table : — 
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The  Authorised  Metal  Currency  of  the  United  Kingdom 


Coins. 

Standard  Weight. 

Least  Current 
Weight. 

Remedy  of  Weight. 

Gold  :— 

Five  Pound 

616-37239  grains 

612-500  grains 

1*000   grains 

Two  Pound 

246-54895      „ 

245-000      ,, 

0-400       ,, 

Pound 

123-27447      „ 

122-500      „ 

0-200 

Half-sovereign     . 

61-63723      ,, 

61-125      „ 

0-150 

Silver : — 

Crown 

436-36363      ,, 

2-000 

Double  Florin 

349-09090      „ 

1-678       „ 

Half-crown  . 

218-18181      ,, 

1-264 

Florin. 

174-54545      „ 

0-997 

Shilling        . 

87-27272      ,, 

0-578 

Sixpence 

43-63636      „ 

0-346        „ 

Groat  or  4d. 

29-09090      „ 

0-262 

Threepence  . 

21-81818      „ 

0-212 

Twopence     . 

14-54545      „ 

0-144 

Penny 

7-27272      ,, 

0-087 

Bronze : — 

Penny 

145-83333      ,, 

2-91666    „ 

Halfpenny   . 

87-50000      ,, 

1-75000   „ 

Farthing 

43-75000      „ 

0-87500   ,, 

The  gold  currency  is  made  out  of  standard  gold  which  contains  -^-ths  of 
pure  gold  and  TVth  of  alloy,  or  22  carats  of  pure  gold  and  2  carats  of  alloy. 
This  is  usually  indicated  by  saying  that  the  gold  is  916-6  fine — that  is,  ^ths 
of  1000  is  equal  to  916*6,  so  that  1000  ounces  of  standard  gold  contains 
916*6  ounces  of  pure  gold  and  the  balance  is  alloy.  20  troy  pounds  of 
standard  gold  are  coined  into  9  34 J  sovereigns,  so  that  one  troy  ounce  of 
standard  gold  is  worth  £3 :  17 :  10 |,  and  an  ounce  of  pure  gold  is  worth 
£4:4:4$. 

Standard  silver  contains  37  parts  of  pure  silver  and  3  parts  of  alloy, 
and  its  fineness  is  represented  by  925,  which  means  that  in  1000  ounces  of 
standard  silver  there  are  925  ounces  of  pure  silver  and  75  ounces  of  alloy. 
One  troy  pound  of  standard  silver  is  coined  into  66  shillings. 

The  bronze  used  for  the  copper  coinage  is  composed  of  95  parts  copper, 
4  parts  tin,  and  1  part  of  zinc. 

The  gold  currency  is  the  only  part  of  the  metallic  currency  of  the 
United  Kingdom  which  is  intrinsically  worth  its  face  value,  both  the  silver 
and  bronze  coinage  simply  forming  token  money. 

Curt. — Current  month. 


Customs. 

Antiquity  of  Customs 
Free  Trade  Reductions    . 
Scotland  and  Ireland 
Commissioners  of  Customs 
Seizures    .... 
Offenders,  How  Tried 
Offences    .... 
Ports  .... 

Documentary  Requirements 

(1)  On  Importation 

(2)  On  Exportation 
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Warehousing  System 
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.     307 

.     304 
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Duties  and  Drawbacks 
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Wine  . 

.     307 
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Playing  Cards 
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.     305 

Drawbacks 
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.     305 

Stores 

.     309 
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Coasting  Trade 

.     310 
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Duty  of  Commissioners   apart 
from  Revenue       .        .        .310 
Copyright    ....     310 
Disease         .         .         .         .312 
Merchandise  Marks       .  312 

Plate 312 


Explosives    . 

Foreign  Enlistment 
Registration  of  Shipping 

Isle  of  Man      . 

Table    of    Duties   and   Draw- 
backs     . 


314 
315 
315 
316 
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Antiquity  of  Customs. — The  collection  of  customs  of  the  Crown,  in  the 
shape  of  tolls  taken  for  the  king  as  customary  payments  at  Billingsgate, 
existed  in  the  Saxon  reigns ;  and,  as  the  system  extended,  the  various 
duties  increased,  until,  under  numerous  Acts  of  Parliament,  they  reached, 
at  the  commencement  of  the  late  reign,  the  large  number  of  four  hundred 
and  twenty-eight. 

Free  Trade  Eeduction. — With  the  introduction  of  our  free  trade 
policy,  however,  these  duties  were  reduced,  first,  to  one  hundred  and  forty- 
two  in  number,  and  subsequently  to  about  a  dozen.  The  duties  retained 
were  kept  for  fiscal  purposes  only,  and  were  arranged  so  as  to  avoid  any 
preference  to  home  production.  They  were  imposed  or  retained  only  on 
articles  which  could  not  be  produced  in  the  United  Kingdom,  or  which,  as 
in  the  case  of  tobacco,  were  prohibited  to  be  produced  there ;  or  if,  as  in 
the  case  of  spirits  and  beer,  the  duties  fell  on  goods  produced,  also,  in 
the  United  Kingdom,  there  was  a  corresponding  duty  on  the  home 
produce. 

Fiscally,  and  in  Customs  legislation,  all  countries  outside  the  United 
Kingdom,  even  British  dependencies,  are  "  Foreign  "  countries ;  and  there 
are  now  no  preferential  duties  as  between  one  country  and  another. 
It  is  the  United  Kingdom  on  the  one  hand,  and  all  the  world  on  the 
other. 

Scotland  and  Ireland. — The  Customs  tariff  applies  to  all  three 
kingdoms,  which,  before  the  respective  unions,  was  not  the  case.  The 
Scotch  and  English  duties  were  assimilated  at  once  on  that  Union  in  1707. 
Ireland  retained  its  own  tariff  for  twenty-three  years  after  the  Union  in 
1801.  A  preferential  duty  in  favour  of  Ireland,  on  the  ground  of  poverty, 
is  often  asked  for  by  the  Irish  members,  especially  as  to  tea  and  spirits ; 
but  even  one  single  step  in  that  direction  would  at  once  do  away  with  the 
simplicity  which  grew  out  of  the  Union,  since  even  one  differentiated  duty 
would  necessitate  a  customs  barrier  on  each  side  of  St.  George's  Channel. 
Indeed,  the  impossibility  of  adjusting  the  customs  to  it  is  one  of  the  main 
difficulties  presented  by  the  question  of  Home  Eule. 

Commissioners  of  Customs. — Originally  the  customs  duties  were  let 
out  to  "  farmers  "  of  the  revenue,  and  respective  duties  were  allocated  to 
special  expenditure.  The  duties  are  now  all  under  one  Board — the  Com- 
missioners of  Customs  (at  present  three  in  number) — and,  the  pernicious 
"  farming  "  being  abolished,  the  duties  are  all  carried  to  the  Consolidated 
Fund,  the  produce  being  thirty-five  millions  a  year. 

The  Commissioners  of  Customs  work  under  a  codified  Act,  passed  in 
1876  (with  numerous  amendments  since),  called  the  Customs  Consolidation 
Act  1876  (39  &  40  Vict.  c.  36). 

One  main  duty  of  the  Commissioners  under  this  Act  is,  of  course,  to 
prevent  contraband  dealing  ;  and,  for  this  purpose,  the  Act  gives  them  very 
drastic  powers. 

Smuggling  is  not  now  the  picturesque  trade  it  once  was ;  but  the  high 
duties  which  exist  on  several  articles  still  encourage  considerable  illicit 
effort ;  and  a  very  large  number  of  seizures  are  made  every  year. 

The  penalties,  when  an  offence  is  brought  home,  are  severe,  being  as  a 


304  CUSTOMS 

rule  (with  a  discretion  in  the  Court  to  reduce)  three  times  the  value  of  the 
seized  goods  and  three  times  the  duty.  The  duty  on  tobacco  is  more  than 
three  times  its  value,  and  on  spirits  more  than  twice  their  value. 

In  order  to  prevent  illicit  trade  there  is  prescribed  the  size  of  the 
packages  and  vessels  in  which  dutiable  goods  may  be  imported.  No  ship 
of  less  than  forty  tons  burden  may  import  spirits  (other  than  perfumes) ; 
nor  any  ship  of  less  than  a  hundred  and  twenty  tons,  tobacco.  No  spirits 
(except  as  aforesaid)  may  be  imported  in  casks  or  other  vessels  of  less  than 
nine  gallons ;  nor  in  bottles — glass  or  stone — unless  properly  packed  in 
cases.  Tobacco  may  not  be  imported  in  packages  of  less  than  eighty  pounds' 
gross  weight.  Any  importations  of  smaller  quantity,  though  allowed  to 
passengers,  are  only  concessions.  Goods  may  only  be  landed  at  prescribed 
places  and  hours. 

Then,  further,  the  Commissioners  have  vested  in  them  the  very  powerful 
right  of  search,  which  extends  to  vessels,  persons,  houses  under  certain  cir- 
cumstances, and,  on  due  suspicion,  carts,  waggons,  and  other  conveyances. 
Search  of  vessels  may  be  enforced  by  chase ;  and,  if  necessary,  firing. 

The  right  of  personal  search  is  limited  to  searching  persons  on  board  of, 
or  who  may  have  landed  from,  any  vessel  or  boat ;  and  the  person  proposed 
to  be  searched  may  demand  to  be  taken,  with  all  reasonable  despatch, 
before  a  justice  of  the  peace,  or  before  a  collector,  or  other  superior  officer 
of  Customs,  who  will  decide  whether  search  is  justifiable  or  not. 

Seizures.  —  Contraband  goods,  wherever  found,  may  be  seized.  In 
certain  circumstances  vessels  seized  may  be  entirely  forfeited  to  the  Crown ; 
and  all  seized  goods — where  seizure  is  not  successfully  disputed  in  Court — 
are  appropriated  to  the  Crown  for  sale,  or  disposal  otherwise,  as  the  .Com- 
missioners think  fit. 

No  initiative  action  is  necessary  on  the  part  of  the  Crown  for  con- 
firmation of  seizures.  After  prescribed  notice  to  owners  the  seizure  becomes 
absolute,  unless  within  one  month  the  owner  gives  notice  in  writing  that 
he  disputes  the  legality  of  the  act.  Upon  such  notice  the  matter  has  to  be 
taken  into  Court.     Disputed  seizures  are  very  rare. 

Pending  the  sale  of  them  seized  goods  are  kept  in  what  is  called  the 
"  King's  Warehouse."  There  is  a  "  King's  Warehouse  "  in  every  Custom 
House,  although;  in  the  smaller  ones,  it  may  be  not  much  more  than  a 
cupboard. 

Offenders,  how  Tried. — Persons  charged  with  smuggling  are  tried 
before  magistrates,  except  where  the  penalty  is  very  large,  when  they  can 
be  brought  before  the  High  Court  of  Justice,  under  special  process,  which  is  a 
remnant  of  the  old  action  for  debt.  Offenders,  wherever  tried,  cannot  be 
sent  to  prison  without  the  option  of  paying  the  penalty ;  but,  if  they  fail 
to  pay  and  go  to  prison,  they  are  treated  as  ordinary  criminals. 

Offences. — The  offences  for  which  proceedings  can  be  taken  are  as 
follows: — All  persons  are  liable  who  import,  or  bring  into  the  United 
Kingdom,  or  deliver  from  a  quay  or  warehouse,  or  harbour,  keep  or  conceal 
any  prohibited,  or  restricted,  or  uncustomed  goods,  or  aid  in  so  doing ;  or 
generally  deal  with  goods,  in  any  way,  with  intent  to  defraud  His  Majesty 
of  any  duties  thereon,  or  who  are  knowingly  concerned  in  any  fraudulent 
evasion  of  duties  of  Customs. 

Masters  of  vessels  also  are  liable,  and  importers  or  exporters,  who 
neglect  Customs  requirements  as  to  documents,  and  masters  if  they  do  not 
"  bring  to "  at  the  prescribed  stations,  or  duly  accommodate  the  officers 
boarding  them.  Obstructing  an  officer  in  his  duty  or  rescuing  goods  are 
also  serious  offences.      Officers  of  Customs  may,  without  warrant,  detain 
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offenders  caught  flagrante  delicto,  or  discovered  in  circumstances  of  sub- 
stantial suspicion. 

It  is  a  serious  offence  to  bribe  or  attempt  to  bribe  a  Customs  officer,  and 
exposes  the  offender  to  liability  for  a  penalty  of  £200.  An  officer  taking  a 
bribe  is  not  only  dismissed,  as  a  matter  of  course,  but  is  liable  to  a  penalty 
of  £500. 

Ports. — For  the  purpose  of  the  collection  of  the  revenue  the  whole  of 
the  coast  of  the  United  Kingdom  is  divided  into  ports,  variable  from  time 
to  time  by  Treasury  warrant ;  and  there  is  no  inch  of  coast  which  is  not 
in  some  port  or  other.  The  limits  of  each  port  extend  out  to  the  three 
mile  zone  from  low-water  mark,  thus  covering  the  "  territorial  waters "  ; 
and  Customs  officers  have  the  right  to  patrol  all  the  coast,  except  private 
gardens  or  pleasure  grounds.     There  is  a  Customs  staff  at  every  port. 

Documentary  Eequirements. — (1)  On  Importation. — The  collection  of 
duties  is  secured  by  the  fact  that  no  cargo  can  be  unladen  from  any  ship 
until  the  master  has,  in  prescribed  form,  w  reported  "  the  whole  cargo  of  his 
ship ;  and  the  importer  or  consignee  of  the  cargo,  or  each  part  of  it,  as  the 
case  may  be,  has  also,  in  prescribed  form,  passed  an  "  entry  "  for  his  goods. 
The  " report"  and  "entry"  are  checked,  or,  as  in  old  diction  it  is  called, 
"jerqued,"  against  each  other;  a  staff  of  experienced  officers  is  kept  for 
this  called  "jerquers." 

These  documents  are  passed,  and  duty  is  paid  in  what  is  called  the 
"Long  Eoom"  of  the  Custom  House,  so  called  because  at  the  Central 
Custom  House,  London,  it  is  a  very  long  room, — probably  the  longest  in 
London.  The  term  has  become,  however,  a  technical  term ;  and  every 
Custom  House  has  its  "Long  Eoom,"  though,  in  real  dimensions,  it  may  be 
short,  or  even  round,  or  only  part  of  a  room. 

(2)  On  Exportation. — Goods  do  not  leave  the  country  without  also  the 
cognisance  of  the  Board  of  Customs.  Special  documents,  with  bonds,  have 
to  be  rendered  before  sailing,  in  respect  of  all  goods  which  (as  will  be 
explained  below)  are  warehoused  or  drawback  goods ;  all  such  goods  being 
dutiable,  it  is  necessary  to  strictly  see  that  they  leave,  and  are  not  run  back 
again  into  any  part  of,  the  United  Kingdom. 

Free  goods  exported  are  not  guarded  so  stringently ;  and,  as  to  them,  an 
account  or  specification  rendered  within  six  days  after  the  sailing  of  the 
ship  is  sufficient. 

All  these  Customs  documents  are  used,  not  only  for  the  collection  of  the 
revenue,  but  also  for  the  preparation  of  the  vast  statistical  returns  of  the 
country,  for  the  compilation  of  which  an  immense  staff  is  kept,  and  which 
form  the  basis  whereon  the  financial  statements  of  the  Chancellor  of  the 
Exchequer  are  made  to  Parliament. 

The  Statistical  Office  has  control  of  the  trade  periodical  issued  daily 
called  The  Bill  of  Entry.  In  this  the  names  are  given  of  the  ships  carrying 
imports  and  exports,  with  description  of  the  goods.  Names  of  consignees, 
inwards,  are  also  given ;  but  not  of  consignees  abroad,  the  feeling  of  the 
trade  being  against  this.  This  periodical  was  first  issusd  by  a  Benevolent 
and  Insurance  Society  amongst  the  Customs  officers,  called  the  "  Customs 
Fund."  But,  in  1881  it  was  thought  right,  as  the  information  contained  in 
it  was  gleaned  from  Crown  documents,  to  transfer  it,  with  such  profit  as 
accrued  to  it,  to  a  Crown  department. 

Warehousing  System. — Besides  goods  which  come  directly  into  the 
country  for  home  consumption  there  is  the  highly  important  branch  of 
commerce  consisting  of  those  goods  which  come  for  speedy  or  ultimate 
exportation. 
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It  is  the  wise  policy  of  the  country  to  encourage  to  the  utmost  this 
constitution  of  our  ports  as  depots  calling  for  home  labour,  and  maintain- 
ing the  high  position  of  our  carrying  trade.  The  need  was,  originally,  met 
by  repayment,  or  "  drawing  back  "  of  the  duty  paid ;  but,  as  this  was  an 
intricate  matter,  affording  much  scope  for  deception,  and,  moreover,  involved 
a  loss  of  interest  to  the  trader,  the  principle  of  depositing  goods  in  ware- 
houses under  Crown  supervision,  and  covered  by  a  bond  to  secure  the  duty, 
was  adopted  early  in  last  century ;  and  the  system  of  "  drawbacks  "  now 
(with  one  exception)  exists  only  as  to  raw  goods  manufactured  or  prepared 
in  the  United  Kingdom,  and  then  exported. 

With  slight  exceptions  importers  may,  without  paying  duty,  deposit 
dutiable  goods  of  any  kind  in  a  bonded  warehouse,  and  either  take  them 
out  in  due  course  for  home  consumption  on  payment,  or  in  due  course 
export  them  with  no  payment  at  all,  except  small  warehousing  charges. 
Goods  in  bond  are  transferred  from  seller  to  buyer  without  any  Crown 
restriction,  the  security  to  the  Crown  being  the  goods  themselves  and  the  bond. 

No  warehouse  can  be  used  for  this  purpose  until  it  is  "  approved  "  by 
the  Commissioners;  and  they  decide  on  the  amount  of  the  bond  to  be 
given  and  the  adequacy  of  the  sureties.  Goods  may,  under  prescribed 
provision,  be  removed  from  one  warehouse  to  another,  or  one  port  to 
another. 

Goods  brought  into  British  waters  for  immediate  exportation,  and  only 
in  transit,  do  not  go  into  bonded  warehouses,  and,  of  course,  have  no  duty 
paid  on  them.  There  are  special  rules  prescribed  for  them  called  "  tran- 
shipment rules." 

Present  Condition  of  Tariff. — Until  the  recent  war  in  South  Africa 
the  tendency  had  been  rather  towards  the  abolition  than  the  imposition 
of  duties.  The  sugar  duty  was  abolished  in  1874  and  the  plate  duty  in 
1890.  The  necessities  of  the  prolonged  war,  however,  have  led  to  the 
imposition  of  several  duties,  and,  amongst  them,  to  an  export  duty. 
Formerly  there  were  a  good  many  export  duties,  and,  on  the  other  hand, 
also  bounties  on  exportation ;  but  all  these  fictitious  checks  or  aids,  as 
they  might  respectively  be,  disappeared  in  the  middle  of  last  century. 
The  new  duties  are,  as  to  import,  on  sugar  and  on  grain  and  flour,  and  as 
to  export,  on  coal. 

Sugar  and  Grain  Duties. — The  duty  on  sugar  is  on  a  scale  closely 
regulated  by  the  amount  of  refinement,  but,  speaking  broadly,  at  4s.  2d.  a 
cwt.  on  refined  sugar,  with  adjusted  duty  on  molasses  and  glucose,  etc. 
The  duty  on  raw  grain  of  all  kinds  is,  with  slight  exception,  3d.  a  cwt., 
and  on  flour  of  all  kinds,  and  on  starch  and  various  articles  displacing 
flour,  is  (also  with  slight  exception)  5d.  a  cwt. — this,  on  the  manufactured 
article,  being  nicely  proportioned  to  the  3d.  on  the  raw  material.  These 
last  duties  mainly  correspond  to  what  is  known  as  the  Is.  a  quarter 
"  registration  "  duty,  left  on,  for  statistical  purposes,  when  the  Corn  Laws 
were  abolished,  and  itself  repealed  in  1869. 

These  duties  on  sugar,  grain,  and  flour  are  far-reaching  in  the  amount 
of  articles  which  they  touch,  since  it  is  obvious  that  if  raw  material 
used  in  manufacture  in  the  United  Kingdom  is  taxed,  foreign  goods  made 
from  similar  material  must,  in  justice  to  British  manufacture,  be  taxed 
also.  Hence  power  is  given  to  the  Commissioners  to  adjust  taxes  on  every 
article  in  which  sugar  or  saccharine  matter  is  used ;  and  every  article  in 
which  flour,  or  the  other  articles  taxed  with  it,  may  be  used.  An  extensive 
range,  therefore,  say  from  chutney  to  blacking,  falls  to  the  sugar  duty,  and 
a  like  range,  say  from  macaroni  to  toilet  powder,  to  the  flour  duty. 
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One  article  under  the  sugar  duty  should  be  expressly  mentioned, 
viz.,  saccharin,  a  preparation  from  coal  tar,  or,  chemically  speaking, 
toluene  benzoic  acid,  which  has  the  property  of  producing  sweetness  to 
the  taste  five  hundred  times  more  powerful  than  that  of  sugar.  A  pro- 
portionate duty  has  consequently,  for  the  protection  of  the  sugar  revenue, 
been  placed  upon  this  product,  amounting  to  £1  per  pound. 

Saccharin,  besides  being  employed  for  semi  -  medicinal  purposes,  is 
largely  used  in  the  preparation  of  mineral  waters ;  and  the  necessarily 
heavy  tax  on  it,  combined  with  its  portability,  would  make  it  suggestive 
material  for  the  smuggler  if  the  precautions  on  its  importation  were  not 
stringent. 

Coal  Duty. — The  export  duty  on  coal  is  Is.  a  ton,  with  the  exception 
of  coal  not  exceeding  6s.  a  ton  "  free  on  board  "  the  exporting  vessel.  This 
return  to  export  duty  was  largely  resisted  in  Parliament ;  but  it  has  worked 
well,  and  coal  being  one  of  the  most  valuable  of  the  national  assets,  an 
export  duty  is  more  justifiable  in  that  direction  than  in  any  other. 

Duties  and  Drawbacks. — A  Table  of  all  the  existing  duties  and 
drawbacks  is  subjoined,  and  a  few  remarks  may,  perhaps,  be  made  on 
various  of  the  items. 

The  duty  on  leer  is  rather  a  countervailing  than  strictly  an  import 
duty,  as  it  was  imposed  to  countervail  the  Inland  Ee venue  tax  on  the 
national  English  beverage.  This  Inland  Kevenue  tax  was  originally  on 
malt ;  but,  in  1880,  it  was  changed  from  a  tax  on  material  to  a  tax  on  the 
product,  beer. 

The  import  duty  return  was  formerly  very  slight,  but,  with  the  increased 
consumption  of  lager  beer,  it  has  now  risen  to  sensible  dimensions. 

The  duties  on  the  chlorals,  ethers  and  the  like,  and  transparent  soap, 
are  merely  imposed  as  adjuncts  of  the  spirit  duty.  There  is  a  provision 
that  all  articles  of  foreign  production,  in  the  manufacture  of  which  spirit 
is  used,  shall  have  a  rate  assessed  on  them  by  the  Treasury  according  to 
the  quantity  of  spirit  consumed ;  and  the  articles  so  rated  by  degrees  find 
their  way  into  the  tariff. 

The  spirit  duty  is  an  alcoholic  duty,  entirely  depending  on  strength. 
Proof  spirit  is  50  per  cent,  of  absolute  alcohol,  and  the  strength  is  ascer- 
tained either  by  the  hydrometer  or  by  distillation. 

The  duties  specified  as  "  additional "  under  the  head  of  "  Spirits  "  were, 
by  a  curious  piece  of  Parliamentary  history,  diverted  from  Imperial 
expenditure  to  aid  local  taxation ;  and  they  are  distributed  amongst  the 
County  Councils,  and  form  their  funds  for  technical  education. 

The  duty  on  tea,  and  that  on  chicory,  cocoa,  and  coffee,  constitute  what 
is  called  the  "  breakfast  table  taxes  " ;  and  out  of  deference  to  the  aspira- 
tions for  a  "  free  breakfast  table,"  the  duty  on  tea  is  not  (as  all  the  others, 
except  some  of  the  war  duties,  are)  permanent  until  revoked,  but  is  freshly 
enacted  every  year  for  the  ensuing  year. 

Wine. — This  word,  for  the  purpose  of  taxation,  is  confined  to  its  purely 
commercial  use, — that  is  to  say,  to  the  wine  of  commerce — the  fermented 
juice  of  the  grape.  It  does  not  extend  to  the  other  beverages  made  from 
other  fruits  and  other  materials,  and  largely  dubbed  as  "wine."  The 
different  rates  of  Is.  and  2s.  6d.  the  gallon  are  assessed,  as  the  result  of 
much  negotiation,  so  as  to  charge  the  lighter  wines  of  Spain  and  France  less 
heavily  than  the  more  alcoholic  product  of  Portugal. 

The  "additional"  duty  on  sparkling  wine  is  intended  to  hit  the 
extravagance  in  champagne.  Shortly  after  it  was  enacted  in  1888  and 
1890,  a  process  of  easy  management  was  invented,  by  which  still  wine, 
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imported  as  such,  and  so  not  subject  to  the  additional  duty,  could  be  aerated 
and  made  sparkling  in  this  country.  As  this,  if  adopted  to  any  extent, 
would  injure  the  sparkling  wine  duty,  it  was  enacted  that  any  such 
aeration  should  be  illegal  unless  done  in  bond,  the  additional  duty  attaching 
on  the  goods  leaving  the  warehouse.  After  this  bit  of  legislation  spurious 
aeration  of  still  wine  ceased  ! 

Playing  Cards. — Then  there  is  the  item  of  "  Playing  Cards  " ;  and  as 
these  are  articles  of  such  general,  and  certainly  not  decreasing,  interest, 
perhaps  they  may  be  mentioned  a  little  more  fully.  Card  playing  is  said 
to  have  been  introduced  into  Europe  about  1380,  and  games  were  certainly 
played  in  France  in  and  prior  to  the  year  1392.  In  that  year  King 
Charles  the  Sixth  fell  into  a  state  of  melancholia,  and  hence  arose  the 
story  that  cards  were  invented  to  divert  his  mind.  Such  games  were, 
however,  played  before  that  time,  and  are  probably  of  remote  Eastern 
origin.  The  game  of  the  "  four  rajahs,"  with  figures,  was  a  very  old  Hindu 
game,  and  something  similar,  with  cards,  and  certainly  of  the  same  name, 
"  quatuor  reges,"  was  played  by  King  Edward  the  First  of  England  towards 
the  end  of  the  thirteenth  century.  Cards  of  various  devices,  but  mainly 
following  the  four  suits,  were  made  on  the  continent  of  Europe  and  freely 
imported  into  England  and  Wales,  until,  in  1463,  by  an  Act  of  King 
Edward  the  Fourth,  such  importations  were,  with  a  view  to  encourage 
native  industries,  prohibited.  There  was  no  tax  on  home-manufactured 
cards  directly  until  many  years  after  this,  although  imposts  were  at  all 
times  levied  upon  the  Company  of  Card-makers. 

In  the  year  1711,  however,  as  an  incident  to  the  war  of  the  Spanish 
Succession,  then  pending,  an  excise  duty  was  imposed  on  "  cards  made  fit  for 
play  "  in  Great  Britain,  the  tax  being  sixpence  per  pack.  This  was  effected 
by  an  Act  of  Queen  Anne  (Act  9,  Anne,  c.  23),  and  in  the  following  year,  by 
Act  10  Anne,  c.  19,  the  prohibition  of  King  Edward  the  Fourth  against 
importation  into  England  and  Wales  was  extended  to  all  Great  Britain. 
This  complete  protection  of  the  home  manufacturer  by  prohibiting  any 
competition  from  abroad,  continued  to  be  the  policy  until  1825,  with  great 
fluctuation  of  the  home  duty  from  6d.  to  2s.  6d.  the  pack. 

In  1825  the  prohibition  against  importation  gave  place  to  an  import 
duty  of  £4  the  dozen  packs,  and,  as  will  readily  be  seen,  this  was  highly 
protective,  indeed  almost  a  prohibitive  duty.  It  was  reduced  to  15s.  the 
dozen  packs  in  1853,  and  in  1862  (when  so  many  duties  were  abolished  or 
reduced)  it  was  reduced  to  3s.  9d.  the  dozen  packs,  at  which  rate  it  stands 
now  under  the  existing  tariff.  The  Excise  duty  fell  from  2s.  6d.  the  pack 
to  Is.  in  1828,  and  was  again  reduced  to  3d.  the  pack  in  1862,  and  it  stands 
at  that  amount  now. 

Very  nice  questions  often  arise  as  to  what  are  "  playing  cards "  and 
what  is  a  "  pack."  It  is  the  accepted  view,  and  the  legislation  on  the 
subject  bears  it  out,  that  to  be  playing  cards,  the  subject  of  taxation,  the 
cards  must,  more  or  less,  follow  "  the  four  usual  suits."  A  great  deal  of 
latitude  goes  with  these  words ;  for  instance,  cards  not  printed  in  the  usual 
way,  but  having  devices  perfectly  capable  of  taking  the  place  of  the  four 
usual  suits,  as,  for  example,  spades  represented  by  some  cutlery  instrument, 
clubs  by  a  knotted  mace,  and  so  on,  and  court  cards  with  varied  devices, 
but  capable  of  being  regarded  as  kings,  queens,  and  knaves,  would  be  taxed, 
while  cards  for  simple  games,  or  even  games  of  chance,  utterly  unconnected 
with  the  four  usual  suits,  are  exempt,  as  are  also,  by  express  enactment,  toy 
cards  not  exceeding  one  and  three-quarter  by  one  and  a  quarter  inches.  A 
"  pack  "  is  any  number  of  cards,  however  few,  not  exceeding  fifty-two. 
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Drawbacks. — As  regards  the  drawbacks,  they  are  confined,  as  will  be 
seen,  to  raw  material  manufactured  or  prepared  in  the  United  Kingdom. 
The  only  exception  to  this  is  the  drawback  on  beer,  which  is  paid  on  the 
imported  article  if  exported  again,  although  it  has  not  been  treated  in  any 
way  in  the  United  Kingdom.  This  was  enacted  for  a  special  reason,  which 
it  would  be  perhaps  tedious  to  narrate. 

When  an  exporter  has  proved  to  the  Commissioners  that  he  is  entitled 
to  drawback  he  is  given  a  document,  called  a  debenture,  admitting  the 
indebtedness  of  the  Crown  to  him.  This  document  is  a  negotiable 
instrument,  but  it  must  be  submitted  for  payment  before  the  expiration 
of  two  years. 

Stores. — An  article  on  the  Customs  would  be  incomplete  without 
some  mention  of  "stores,"  a  word  which  has  a  technical  meaning  in 
Customs  parlance.  It  means  articles  for  use  or  consumption  on  board 
vessels  going  to,  or  coining  from,  a  foreign  voyage,  which  it  is  the  policy 
of  the  country  to  allow  free  of  duty  to  the  great  shipping  industry ;  and  it 
is  consequently  conceded  also  to  foreign  vessels  coming  to  our  ports.  It 
requires,  however,  great  nicety  in  administration. 

First,  as  to  outward-bound  vessels :  such  vessels,  if  of  the  burden  of  forty 
tons  or  upwards,  are  entitled  to  take  on  board  from  bond,  upon  due  request 
and  authority,  such  stores  as,  with  reference  to  the  number  of  the  crew  and 
passengers  on  board,  and  the  probable  duration  of  the  voyage,  may  be 
allowed.  The  articles  so  shipped  are  particularly  specified  in  the  ship's 
papers,  and  must  be  covered  by  a  bond  undertaking  that  the  goods  shall 
be  shipped,  carried  clear  of  the  territorial  waters,  and  in  due  course  con- 
sumed on  board.  This,  as  a  general  rule,  is  a  fairly  simple  process ;  greater 
difficulty  arises  in  dealing  with  surplus  stores  on  incoming  vessels.  In  the 
first  place,  all  such  stores  have  to  be  faithfully  stated  by  the  master  in  his 
"  report "  of  the  ship,  and  the  truth  of  his  statement  is,  of  course,  tested  by 
the  examination  made  by  the  Customs  officers  of  everything  on  board. 
Subject  to  a  certain  allowance  for  use,  all  such  stores  are,  while  the  vessel 
is  in  British  waters,  locked  up  and  sealed  on  board,  or,  if  further  foreign 
voyage  is  not  soon  completed,  are  removed  to  a  King's  warehouse,  and  kept 
in  charge  until  required  by  the  owners  for  further  use,  or,  if  the  amount  is 
not  sufficiently  excessive  to  give  rise  to  any  suspicion  as  to  intended  evil 
practice,  they  may,  upon  payment  of  duty,  be  admitted  to  home  consump- 
tion, notwithstanding  that,  as  regards  size  of  package,  they  are  not  within 
the  usual  law.  The  breaking  of  locks  or  seals  placed  on  stores  on  board 
any  vessel,  whether  committed  in  the  port  where  the  seal  is  affixed,  or  in 
any  other  port,  or  in  intermediate  waters,  is  a  serious  offence,  for  which  the 
law  provides  a  penalty. 

There  is,  however,  a  generous  allowance  made  as  to  vessels  resting  solely 
in  British  waters.  If  within  reasonable  time  (as  a  rule  estimated  at  one 
month)  vessels  are  intended  to  sail  again,  a  certain  amount  of  stores, 
calculated  as  sufficient  for  those  on  board  for  the  given  time,  is  left  out  by 
the  Customs  officers,  and  the  allowances  may,  if  circumstances  justify  it,  be 
renewed  from  time  to  time. 

Complicated  questions  arise  as  to  vessels  which  may  commence  their 
journey  abroad  by  some  coasting  traffic  in  British  waters,  or,  having  arrived 
from  abroad  at  one  port,  may  be  destined  to  go  to  one  or  to  several  others. 
The  difficulty  arises  here  because,  while  this  concession  of  stores  is  allowed 
to  vessels  to  and  from  foreign  parts,  it  is  not  allowed  to  coasting  traffic. 
Vessels  engaged  in  such  traffic  are  held  to  be  in  the  United  Kingdom  from 
the  commencement  to  the  end  of  their  voyage,  and  persons  on  board  vessels 
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so  engaged  are  no  more  entitled  to  the  free  consumption  of  dutiable  goods 
than  persons  on  the  actual  land. 

The  completion  of  a  foreign  voyage  to  its  last  port  of  destination,  or  the 
commencement  of  such  a  voyage  by  calls  at  several  home  ports,  is  a  kind  of 
traffic  which  is  not  exactly  coasting,  nor  is  it  foreign  voyaging.  It  has, 
however,  long  been  held,  first  as  to  foreign  vessels,  and  ultimately  as  to 
British  vessels,  that  the  beginnings  and  ends  of  foreign  voyages,  provided 
they  genuinely  are  such,  shall,  for  the  purposes  of  stores,  be  considered  part 
of  the  foreign  voyage,  and  stores  be  allowed  accordingly. 

Stores,  free  of  duty,  are  allowed  to  yachts — they  are  a  somewhat  favoured 
class  of  vessel  as  belonging  to  a  pastime  essentially  national,  and  as  it  is 
difficult  with  vessels  of  that  character  to  fix  them  to  any  special  foreign 
voyage,  stores  are  allowed  them  somewhat  freely,  provided  they  are  not 
consumed  during  merely  coasting  cruises. 

Coasting  Trade. — Supervision  of  the  coasting  trade,  or  trade  by  sea 
from  any  one  part  of  the  United  Kingdom  to  any  other  part  thereof,  falls, 
naturally,  under  the  control  of  the  guardians  of  the  revenue.  There  is,  of 
course,  no  duty  attaching  to  goods  carried  by  this  kind  of  navigation,  and 
it  is  allowed  to  be  as  free  as  it  can  be  consistently  with  due  precautions — 
documentary  and  otherwise — that  dutiable  goods  are  not  illicitly  carried 
thereby. 

A  few  points  as  to  this  species  of  trade  may  be  interesting.  A  vessel 
laden  for  a  coasting  voyage  may,  subject  to  regulations  of  the  Board, 
change  her  voyage  into  a  foreign  one  by  a  regular  "  entry "  and  other 
documentary  steps  necessary  for  a  foreign  voyage ;  but,  except  in  this  case, 
no  goods  taken  on  board  a  vessel  for  coasting  trade  may,  on  any  pretence 
whatever,  be  taken  to  foreign  parts,  and  if  a  coasting  vessel  even  touches  at 
any  foreign  place  (in  France,  for  instance)  the  master  must,  under  risk  of 
heavy  penalty,  report  the  fact. 

Coasting  trade  was  at  one  time  restricted  to  British  ships,  but  ships  of 
all  nations  are  now  admitted  to  it ;  and  goods  are  allowed,  upon  proper 
separation  from  the  main  cargo  and  subject  to  other  regulations,  to  be 
carried  coastwise  on  foreign  going  ships  and  on  ships  arriving  from  foreign 
ports,  where  such  ships  are,  either  on  departure  or  arrival,  passing  from 
port  to  port  in  the  United  Kingdom  in  the  operation  of  lading  or  discharg- 
ing foreign  cargo.  The  ships  are  not,  by  this  concession,  made  coasting 
vessels,  although,  as  regards  the  coastwise  cargo,  they  receive  coasting 
documents ;  they  are  still  vessels  either  commencing  or  finishing  foreign 
voyages ;  but,  for  convenience'  sake,  and  to  obviate  the  necessity  which 
would  otherwise  be  upon  them  of  filling  up  their  vacant  spaces  with  ballast, 
they  are  permitted  to  carry  goods  along  the  coast. 

Duties  of  Commissioners  apart  from  Kevenue. — The  Commissioners 
of  Customs  have,  by  the  Customs  Act,  and  other  Acts,  many  other  duties 
imposed  on  them  besides  the  collection  of  revenue.  The  officers  of 
Customs  being  stationed,  as  they  are,  at  the  ports,  are  a  convenient 
machinery  for  preventing  any  importation  or  exportation  which  may  be 
contrary  to  the  national  good.  In  this  way,  false  coins,  piracies  of  copy- 
right, disease  in  man  or  animal,  adulteration  or  impoverishment  in  dairy 
produce,  importations  contrary  to  the  postal  laws,  false  or  misleading  marks 
on  goods,  under-standard  or  falsely  assayed  plate,  safe  carriage  of  explosives, 
and  various  other  matters,  are  watched,  and  dealt  with  by  the  officers. 
Some  of  these  may  be  alluded  to,  perhaps,  a  little  fully. 

Copyright. — All  piracies  of  copyright  existing  in  the  United  Kingdom, 
or  in  any  State  a  party  to  the  International  Copyright  Convention,  are 
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prohibited  from  importation  into  the  United  Kingdom ;  but  prohibition  to 
import,  standing  alone,  and  with  no  real  machinery  for  working,  would  fail 
of  real  effect.  It  is  impossible  for  the  Customs  officers  to  know  of  them- 
selves what  books  are,  or  are  not,  infringements  of  copyright  interests.  It 
is,  consequently,  enacted  that  owners  of  property  in  copyright  books,  if  they 
desire  the  aid  of  the  Customs  officers  to  protect  their  property,  must  give 
notice  in  a  prescribed  form,  and  supported  by  a  prescribed  declaration,  that 
such  and  such  a  book  is  their  copyright  property.  When  this  notice  is  duly 
given,  the  works  specified  are  entered  in  a  list  kept  at  the  Custom  House, 
London,  and  notification  of  additions  to  this  list  is  from  time  to  time  given 
to  all  the  ports,  and  also  to  the  Colonies,  to  which,  as  well  as  the  mother 
country,  this  protection,  with  some  modifications,  extends. 

In  most  of — indeed  in  all  the  smaller  Colonies  a  principle  is  adopted, 
instead  of  the  absolute  prohibition  of  these  goods,  of  their  admission  upon 
payment  by  the  importer  of  a  small  duty,  which  is  collected  for  and  trans- 
mitted through  the  Treasury  to  the  copyright  owner  in  the  United  King- 
dom. This  is  done  because  the  production  of  such  books  in  the  smaller  Colo- 
nies is  not  possible  or  probable,  and  yet  circulation  of  the  books  is  desired. 
In  Canada  there  is  special  legislation  for  the  reproduction  of  books  in 
that  Dominion,  with  due  reservation  of  the  rights  of  the  copyright  owner. 

Books  imported  contrary  to  notice  are  at  once  prohibited  goods  under 
the  Customs  laws ;  and  no  book,  so  far  at  least  as  the  mother  country  is 
concerned,  can,  except  where  clandestinely  introduced  and  undetected,  ever 
enter  contrary  to  the  prohibition.  The  working,  however,  of  this  protection 
of  copyright  in  books,  which  (according  to  the  definition  of  "  books  "  in  the 
Copyright  Act  of  1842)  extends  to  every  volume,  part  or  division  of  a 
volume,  pamphlet,  sheet  of  letterpress,  sheet  of  music,  map,  chart,  or  plan 
separately  published,  dramatic  piece,  or  musical  composition,  is  not  always 
a  simple  matter. 

The  most  delicate  points  to  handle  have  been  those  as  to  music,  in 
consequence  of  the  large  reproduction  in  America,  in  very  cheap  volumes, 
of  various  collections  containing  numbers  of  copyright  songs  and  pieces. 
The  Customs  laws  condemn  not  only  a  prohibited  article  itself,  but  every- 
thing packed  or  connected  with  it  in  packing ;  and  it  has  been  considered 
clear  that  these  volumes,  if  they  contain  even  one  copyright  song  or  piece, 
must  fall  with  that  one  of  the  contents  and  be  destroyed.  The  examination 
of  these  volumes — and  they  are  largely  imported — sometimes  by  post  (the 
post  office,  under  a  provision  for  that  purpose,  stopping  them  and  sending 
them  to  the  Custom  House),  sometimes  in  baggage,  and  sometimes  in  larger 
quantities  as  merchandise,  requires  great  care,  and  involves  sometimes  nice 
points  of  law.  For  instance,  the  copyright  in  music  throughout  its  first 
duration  extends  to  the  air,  which  is  the  kernel  of  the  brain  work,  in  what- 
ever form,  rendering,  or  adjustment  it  may  be  presented  in  print ;  but  after 
the  air  has,  by  effluxion  of  time,  become  common  property,  a  copyright  may 
be  set  up  in  any  special  arrangement  of  it — and  between  knowledge  that 
the  old  air  is  free,  and  yet  that  a  certain  rendering  of  it  is  still  prohibited, 
considerable  care  is  required  in  providing  that,  with  as  little  delay  as 
possible,  what  is  free  shall  pass  into  use,  and  what  is  prohibited  shall  be 
securely  checked. 

Minute  questions  also  arise  as  to  copyright  in  notes  subjoined  to  a 
reproduction  of  a  work,  the  copyright  of  which  has  ceased,  and  also  as  to 
copyright  in  the  title  of  a  book,  where  it  may  be  that  the  contents  are 
totally  different,  or  not  sufficiently  similar  to  constitute  of  themselves  an 
infringement. 
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Disease. — Disease  in  man  or  animal. — "Quarantine"  is  now,  strictly 
speaking,  a  thing  of  the  past.  The  Quarantine  Act,  passed  in  the  reign  of 
King  George  the  Fourth  against  the  plague  and  yellow  fever,  is  repealed ; 
and  the  protection  of  our  coast,  against  disease  in  man,  is  vested  in  the 
Local  Government  Board  and  Local  Sanitary  Authorities;  and,  against 
disease  in  animal,  in  the  Board  of  Agriculture.  But  the  Customs  officers 
hold  the  position  of  outport  sentinels  assisting  both  these  Authorities. 

As  to  human  disease,  they  put  the  preliminary  questions  for  ascertaining 
whether  a  vessel  is  "  infected,"  or  not ;  whether  she  may  proceed  up  the 
port  or  not,  and  whether  the  port  medical  officer  must  be  called  in  or  not. 
Very  heavy  penalties  attach  to  false  answers  to  the  questions  thus  put. 

As  to  disease  in  animals. — Certain  animals,  and  from  certain  countries, 
are  prohibited  altogether ;  and  no  cattle,  if  allowed  to  he  imported,  are — 
unless  under  very  exceptional  circumstances — allowed  to  leave  the  ports 
alive.  All  this  the  officers  of  Customs  watch  over ;  and  the  vast  slaughter 
sheds, — or  lairages, — of  which  the  three  largest  are  the  Deptford,  Liverpool, 
and  Glasgow,  are  under  Customs  supervision. 

Merchandise  Marks. —  Purification  of  trade  from  false  and  spurious 
marking  was  enacted  by  the  Merchandise  Marks  Act  1887  (50  &  51 
Vict.  c.  28) ;  and,  so  far  as  foreign  goods  are  concerned,  which  is  the  main 
point,  the  working  of  the  Act  was  entrusted  to  the  Commissioners  of 
Customs.  The  drastic  provisions  of  the  Act  created,  at  first,  a  great 
consternation  in  commercial  circles,  and  raised  innumerable  questions  of 
infinite  niceness  and  difficulty.  It  has  now,  however,  settled  down — the 
trades  understand  it — and  it  works  smoothly  enough.  The  injury  to  the 
carrying  trade  by  its  extension  to  transit  goods  was  one  of  the  gravamina 
against  it,  but  the  application  of  the  Act  in  this  direction  has  now  been 
largely  modified. 

The  main  point  of  the  Act  is  to  prevent  the  introduction  into  the 
United  Kingdom  of  goods  made  or  produced  abroad  which  have  applied  to 
them  or  their  packages  any  indication,  direct  or  indirect,  of  British  origin ; 
and  this  extends  to  British  traders,  importing  from  abroad  foreign  goods 
for  their  own  use ;  since,  otherwise,  a  bogus  address  here,  and  a  hired  attic, 
would  easily  defeat  the  Act.  Goods  with  any  amount  of  British  indication 
applied  to  them  can  be  introduced  if  it  is  only  corrected  by  a  definite  state- 
ment of  the  foreign  make,  or  production.  The  Act  does  not,  as  is  often 
erroneously  supposed,  require  the  marking  of  goods  in  the  abstract ;  it 
requires  only  the  correction  of  marks  which  might  mislead. 

Plate. — Since  the  abolition  in  1890  of  the  duty  on  imported  gold  and 
silver  plate,  the  only  work  of  Customs  officers  with  regard  to  plate  is  to 
prevent  the  passage  into  home  commerce  of  articles  not  up  to  the  current 
standard.  Until  the  year  1883,  if  plate  was  presented  to  the  Customs  and 
duty  was  paid  upon  it,  as  it  would  have  to  be  in  all  cases  where  not 
specially  exempted,  it  passed,  so  far  as  the  Officers  of  Customs  were  con- 
cerned, into  any  use,  public  or  private,  in  the  United  Kingdom  for  which 
the  importer  might  design  it. 

Stringent  laws  existed  in  the  Stamp  Acts  against  the  sale  or  exposure 
for  sale  of  such  plate,  unstamped ;  but,  so  far  as  the  officers  of  Customs 
were  concerned,  the  matter  was  ended  when  the  duty  was  paid,  and  a 
certificate  or  receipt  for  the  amount  issued.  With  this  certificate  or  receipt, 
an  importer  might  make  himself  quite  clear  of  the  law  by  going  to 
Goldsmiths'  Hall,  proving  that  duty  had  been  paid,  and  getting  his  plate 
(if  of  proper  standard)  marked  with  the  full  marks,  including  that  of  the 
head  of  the  sovereign,  which   indicated   receipt  for  duty,  and  with  an 
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additional  letter  "  F  "  to  denote  that  the  plate  was  of  foreign  origin.  But 
while  many  did  this,  many  also  did  not;  and  considerable  quantities  of 
plate,  especially  of  continental  silver,  were  found  to  be  exposed  for  sale 
unmarked  and  of  low  standard,  as  to  which  the  assay  officers  hesitated  to 
apply  their  powers,  because,  as  the  plate  had  once  passed  a  Government 
Department — the  Customs — it  seemed  to  be  an  inconsistent  thing  to  seize 
it  for  want  of  a  further  formality. 

It  was,  consequently,  enacted  by  the  Ee venue  Act  of  1883,  section  10, 
that  no  imported  plate,  although  it  had  discharged  all  claims  for  duty, 
should  go  into  home  commerce  without  assay.  By  this  Act  it  was  provided 
that  all  imported  plate  liable  to  assay  should  be  "warehoused,"  either 
actually,  or  in  effect  by  Customs  documents,  and  that  none  should  leave  the 
control  of  the  officers  of  Customs  without  test.  At  the  same  time,  in  order 
to  prevent  this  law  causing  hardship,  it  was  provided  that  if  any  imported 
plate  thus  compelled  to  be  tendered  for  assay  was  found  to  be  under 
standard,  it  should  not  of  necessity  meet  the  regulation  fate  of  such  plate, 
and  be  "  battered "  into  bullion,  but  that  the  importer  should  have  the 
option  of  letting  his  articles  be  so  treated,  or  of  returning  them,  under 
special  bond,  to  the  place  from  which  they  came. 

There  are,  however,  many  exemptions  from  assay,  all  arising  from  the 
fact  that  the  home  duty  was  a  stamp  duty  payable  upon  the  assay  of  the 
goods;  and,  while  there  was  no  desire  to  submit  to  the  stamp  slender 
articles  that  would  be  injured  by  the  operation,  there  was  a  continued 
policy,  dating  from  early  Plantagenet  days,  to  maintain  plate  at  the  coinage 
standard  at  least,  so  as  to  ensure  that,  in  case  of  necessity,  the  manufactured 
articles  would  be  available  for  the  Royal  Mint.  It  would  be  tedious  to 
enumerate  all  these  exemptions,  which,  indeed,  are  various  as  between  gold 
and  silver ;  but  it  may  be  stated,  generally,  that  they  include  nearly  all 
articles  worn  upon  and  part  of  clothing,  most  of  the  ornaments  of  the 
person,  and  in  fact,  any  article  of  so  delicate  a  construction  as  to  be  in- 
capable of  being  stamped  without  injury.  Two,  however,  may  be  specially 
noted : — 

(1)  It  was  observed  in  1842  that  the  strict  standard  of  assay  often  led 
to  the  inhibition  to  sell  and  to  the  consequent  liability  to  be  broken  up, 
and  "  battered  "  into  bullion,  of  choice  articles  of  foreign  ornamental  plate 
made  at  the  lower  standard,  and  it  was  consequently  provided  that  articles 
of  an  ornamental  description  made  abroad  before  the  year  1800  should  be 
admitted  without  liability  to  assay. 

(2)  Is  of  recent  date — rupee  silver  is  of  a  lower  standard  by  '009  than 
the  home  metal,  and  it  was  found  that  the  curiously  wrought  ornaments 
from  India  were  being  shut  out  from  the  home  market.  This  was  con- 
sidered to  be  undesirable ;  and  it  was  enacted  that  plate  of  an  oriental 
type  of  certain  character,  hand  chased,  inlaid,  and  the  like,  which  was 
accepted  as  such  by  the  Commissioners  of  Customs,  should  be  admitted  free 
of  assay. 

Plate  imported  for  private  use,  if  proved  so  to  be  intended  to  the 
satisfaction  of  the  Commissioners  of  Customs,  is  passed  in  without  the 
necessity  of  being  taken  to  be  assayed ;  or,  in  other  words,  an  owner  of 
plate,  whether  of  British  standard  or  not,  coming  to  reside  in  this  country, 
may  bring  with  him,  and  continue  to  use  in  his  household,  such  articles  as 
he  thinks  fit. 

A  slight  modification  of  the  plate  laws,  contained  in  "  The  Merchandise 
Marks  Act  1887,"  ought,  perhaps,  to  be  mentioned  here.  Watch-cases  were 
in  the  last  century  exempted  from  duty ;    and,  although  not  expressly 
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exempted  from  assay,  had  never  been  compelled  to  undergo  that  formality. 
This  has  led  to  the  introduction  of  foreign  watch-cases  into  this  country 
without  any  assay  on  importation,  and  consequently  to  their  being  able  to 
obtain  afterwards  the  ordinary  British  assay  without  the  letter  "  F."  By 
this  means  the  cases  were  able  to  be  sent  abroad,  and  to  come  back  with 
foreign  watches  in  them,  with  every  appearance  of  the  whole  article  being 
British.  The  Marks  Act  of  1887  contains  provisions  designed  to  put  an 
emphatic  end  to  this  practice ;  and,  for  this  purpose,  it  enacts  that  a  new 
assay  mark  shall  be  issued  (which  has  been  done  by  Order  in  Council)  for 
foreign  watch-cases  ;  and  that  upon  any  watch-case  being  brought  for  assay 
it  shall  be  incumbent  on  the  person  bringing  it  to  state,  by  statutory 
declaration,  whether  it  is  foreign  or  not ;  and  if  it  is  foreign  it  will  receive 
only  the  new  mark,  which  is  quite  unlike  that  of  the  ordinary  British 
assay,  and  distinctly  indicates  foreign  make. 

Explosives. — Laws  protecting  the  public  against  accidents  or  dangers 
from  careless  or  criminal  use  of  explosive  substances  are,  as  would  naturally 
be  expected,  of  recent  date  only,  and  are  contained  in  two  Acts,  the 
Explosives  Act  1875  (supplemented  by  sec.  3  of  the  Customs  and  Inland 
Eevenue  Act  1883),  and  the  Explosive  Substances  Act  1883.  Under  the 
earlier  Act,  which  alone  affects  the  Customs  service,  several  important 
orders  have  been  made,  partly  by  Her  late  Majesty  in  Council,  and  partly 
by  the  Secretary  of  State  for  the  Home  Department,  by  which  office  the 
law  as  to  explosives  is  generally  administered. 

Three  Acts  and  orders  together  constitute  the  existing  law  as  to  ex- 
plosives, which  are  denned  as  "  gunpowder,  nitro-glycerine,  dynamite,  gun 
cotton,  blasting  powder,  fulminate  of  mercury  or  other  metals,  coloured 
fires,  and  every  other  substance,  whether  similar  to  those  above  or  not,  used 
or  manufactured  with  a  view  to  produce  a  practical  effect  by  explosion  or 
by  pyrotechnic  effect."  With  respect  to  importation  from  any  place  out 
of  the  United  Kingdom,  these  substances  are  divided  into  two  main 
classes : — 

(a)  Those  which  require  an  importation  licence  for  their  introduction 
into  the  United  Kingdom. 

(b)  Those  which  do  not  require  such  a  licence. 

The  explosives  which  fall  under  (b)  are  gunpowder,  cartridges  made 
with  gunpowder,  and  percussion  caps ;  and  these  may,  so  far  as  licence 
goes,  be  imported  freely.  All  other  explosives  require  a  licence,  granted 
to  the  importer  by  the  Secretary  of  State,  and  held  under  strict  conditions 
as  to  place  of  importation,  and  quantity,  and  other  regulations  for  securing 
safety. 

As  will  at  once  be  seen,  the  main  duty  of  officers  of  Customs  as  to 
explosives  is  connected  with  those  requiring  a  licence  for  importation, 
which  form  by  far  the  chief  part  of  the  last,  and,  for  convenience,  are  called 
in  the  service  "  restricted  explosives."  By  virtue  of  sec.  40  (9)  of  the  Act 
of  1875,  and  sec.  3,  above  referred  to,  of  the  Customs  and  Inland  Eevenue 
Act  1883,  "  restricted  explosives "  are,  upon  arriving  in  British  waters, 
amenable  to  treatment,  together  with  the  ship  which  brings  them,  as  if 
they  were  goods  imported  liable  to  restrictions  under  the  Customs  laws. 
Any  landing  or  importation  without  licence,  or  any  dealing  whatever  with 
the  restricted  goods  contrary  to  the  conditions  of  the  licence,  will  make  the 
goods  liable  to  detention,  seizure,  and,  in  due  course,  forfeiture  to  the 
Crown. 

The  Orders  made  by  Her  late  Majesty  and  by  the  Secretary  of  State 
divide   explosives   also  in  another  manner  into   various  classes,  seven  in 
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number,  according  to  their  uses  and  adaptation ;  and  besides  provision  for 
the  safe  carriage  and  handling  of  these  various  classes  inland,  the  Orders  also 
lay  down  minute  rules  as  to  how,  respectively,  each  class  must  be  packed 
and  marked.  Officers  of  Customs,  as  to  all  explosives,  carefully  watch  to 
see  that  these  rules  for  packing  and  marking  are  duly  observed  on  landed 
goods,  and  offer  every  assistance  to  the  police  officers  and  others,  who  act 
under  the  Home  Office,  in  enforcing  the  regulations  in  that  behalf. 

Foreign  Enlistment. — Perhaps — although,  fortunately,  it  is  seldom  called 
into  operation — the  most  highly  important  duty  devolving  on  officers  of 
Customs  is  the  one  of  seeing  that,  if  two  foreign  friendly  States  are  at  war, 
nothing  leaves  the  ports  of  the  United  Kingdom  contrary  to  the  interna- 
tional law  laid  down  in  the  Foreign  Enlistment  Act  1870  (33  &  34  Vict. 
c.  90).  Any  permitted  departure  in  contravention  of  such  international 
law  might  land  the  country  in  most  serious  difficulties,  as  in  the  case  of 
the  Alabama;  and  the  officers  of  Customs  are  the  executive  officers  in 
such  matters.  When  there  is  such  war — as,  for  instance,  between  France 
and  Germany,  Kussia  and  Turkey,  Chili  and  Peru,  China  and  Japan,  Spain 
and  the  United  States  of  America — the  questions  that  arise  are  numerous 
and  of  immense  importance.  As  soon  as  it  is  possible  to  do  so,  the  advice, 
on  all  such  questions,  of  the  highest  legal  officers  of  the  State,  and  of  the 
Foreign  Office,  is  of  course  obtained ;  but  the  carrying  out  of  such  advice 
rests  with  the  Customs ;  and,  not  infrequently,  the  action  to  be  taken  is  so 
imminent  that  the  Commissioners  of  Customs  have  to  decide  on  their  own 
judgment  guided  by  their  own  legal  department. 

Registration  of  Shipping. — Besides  all  these  important  matters  men- 
tioned above,  there  is  (for  the  same  reason)  entrusted  to  the  Commissioners 
of  Customs  the  duty  of  superintending  the  registry  of  British  shipping,  of 
which  the  collector  at  each  port  is,  ex  officio,  the  registrar.  This  registra- 
tion, which  now  answers  the  double  purpose  of  establishing  the  national 
and  distinctive  character  of  a  vessel,  and  of  supplying  a  mode  of  easy 
transfer  and  sure  title,  originated  mainly  with  the  object  of  excluding 
foreign  ships  from  being  used  contrary  to  the  navigation  laws. 

The  first  Navigation  Act,  in  the  year  of  the  Restoration  1660,  forbade  the 
u  privilege  "  of  an  English  ship  to  any  foreign  built  vessel,  unless  and  until 
it  was  distinctly  proved  that  she  was  entirely  British  owned,  and  mostly 
English  manned,  and  the  collectors  of  Customs  were  enjoined  to  withhold 
all  "  privileges  "  of  an  English  vessel  from  any  such  ship  until  the  necessary 
proof  had  been  given,  and  the  vessel  carried  a  "  certificate  of  registry " 
showing  that  she  had  satisfied  the  law.  An  Act  of  King  William  III. 
extended  this  provision  and  the  requirement  of  certificates  of  registry  to 
all  vessels ;  and  from  these  Acts  there  grew  up  the  complete  system  of  the 
registry  of  British  vessels  which  now  exists.  Various  Acts  were  passed 
elaborating  this  system  in  the  reigns  of  Kings  George  III.,  George  IV., 
and  William  IV.,  and  in  the  earlier  years  of  Queen  Victoria ;  the  Act  6th 
George  IV.  c.  110,  first  established  the  division  of  shipping  ownership 
into  sixty-four  shares,  to  be  owned  by  a  maximum  of  thirty-two  owners, 
and  the  system  was  finally  brought  to  a  head  by  the  Merchant  Shipping 
Act  1854,  now  represented  by  the  Merchant  Shipping  Act  1894. 

It  would  be  beside  a  short  notice  like  this  to  enter  into  the  minute 
questions  of  how  the  sixty-four  shares  in  each  British  ship  may  be  owned, 
and  how  the  little  in  each  ship  is  first  started  on  the  register,  and  how 
the  devolution  of  it,  and  of  each  share  in  it,  is  afterwards  traced.  But 
it  may  be  stated  that  the  collector  of  Customs  at  each  port  (who  is 
called  in  the  language  of  the  statute  "  the  registrar  " )  is  the  officer  whose 
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action  completes  each  act  of  registration,  and  when  a  "  transaction "  has 
either  been  entered  personally  by  him  or  passed  under  his  supervision,  it 
constitutes  a  final  act  which  cannot  be  set  aside  or  altered  materially 
except  by  a  competent  court  of  law.  The  registrar,  however,  although 
holding  this  responsible  position,  is  not  left  without  assistance  and  guid- 
ance. The  collector  of  the  port  of  London  holds  (by  the  arrangement  of 
the  Board)  the  post  of  "  chief  registrar,"  and  is  consulted  by  a  provincial 
registrar  who  is  in  doubt  as  to  what  his  action  should  be  on  any  particular 
point  of  practice. 

But  above  this  there  is  a  higher  control.  Under  sees.  45  and  60  of 
the  Act  of  1894,  the  Commissioners  of  Customs  have  the  power  to  sit  in  a 
quasi-judicial  capacity  on  the  evidence  of  title,  and  of  devolution  of  title, 
which  is  produced  to  the  registrars ;  and  a  power,  in  case  of  deficient 
evidence,  to  waive  the  necessity  for  its  production  if  the  Commissioners  are 
satisfied  that  such  evidence  cannot  reasonably  be  produced.  The  quasi- 
judicial  or  dispensing  power  comes  into  operation  whenever  a  registrar 
meets  with  a  legal  difficulty,  and  constitutes  a  very  important  branch  of 
the  work  of  the  Board  of  Customs,  in  which,  as  a  matter  of  course,  the 
Commissioners  act  through  their  legal  department. 

Except  small  coasting  or  river  craft  not  over  fifteen  tons  burden,  all 
vessels  "  not  propelled  by  oars  "  must  be  registered  with  a  fixed  name  and 
official  number  before  they  can  fly  the  British  flag,  or  acquire  any  of  the 
privileges  or  protection  belonging  to  a  British  vessel.  The  name,  which 
cannot  be  changed  without  permission,  must  be  marked  on  the  bows  and  stern 
in  a  prescribed  manner,  and  the  number  must  be  cut  in  on  the  main  beam. 

Until  a  quite  recent  enactment  no  fees  had  ever  been  made  chargeable 
for  registration  of  shipping  property,  partly  because  of  the  compulsory 
origin  of  the  registration,  and  partly  because  of  the  great  national  import- 
ance of  the  industry.  Fees  were  enacted  for  inspection  of  the  register  and 
for  extracts  therefrom ;  but  none,  either  by  payment  in  money  or  by 
stamps,  for  the  entry  in  the  register-book.  This  policy  has,  however,  now 
been  reversed  by  an  Act  of  Parliament  called  "  The  Merchant  Shipping 
(Mercantile  Marine  Fund)  Act  1898,"  under  which,  for  reasons  not  ap- 
propriate to  mention  here,  small  fees  are  now  charged. 

Sea- fishing  boats,  which  by  the  Merchant  Shipping  Act  of  1894  are 
defined  as  "  vessels  for  the  time  being  employed  in  sea-fishing  or  in  the  sea- 
fishing  service,"  have  a  position  of  their  own.  They  are  not  expressly 
exempted  from  registry  under  the  Merchant  Shipping  Act,  and  they  may 
be,  and  frequently  are,  registered  under  it ;  but  they  are  placed  under 
special  obligation  by  Part  IV.  of  that  Act,  and  by  the  Acts  relating  to 
themselves  which  are  enacted — to  a  great  extent  in  pursuance  of  conven- 
tions with  foreign  powers — for  the  purpose  of  supervision  and  good  relation. 
The  boats  are  made  subject,  in  fact,  to  a  kind  of  police  registration,  and 
if  they  duly  comply  with  this,  while  submitting  themselves  to  rules, 
regulation,  and  discipline,  they  also  acquire  a  status  and  protection  as  a 
British  ship.  This  registration  to  which  these  boats  are  subject  to  is  also 
committed  to  the  collector  of  Customs  at  each  port,  and  is  of  a  simple  kind. 

The  Isle  of  Man  is  part  of  the  United  Kingdom  for  Customs  purposes  ; 
and  its  Customs  revenue  is  collected  and  administered  according  to 
arrangements  made  when,  in  1765  (The  Isle  of  Man  Purchase  Act  1765,  5 
George  III.  c.  26),  the  sovereignty  of  the  island  was  bought  by  the  British 
Crown  from  the  Duke  of  Atholl  by  the  Imperial  Commission.  The  island 
retains  the  right  to  enact  its  own  tariff  in  its  ancient  Parliament  of  the 
Tynwald ;  but  this  requires  confirmation  by  the  Imperial  Parliament.     The 
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insular  tariff  is  very  similar  to,  though  not  identical  with,  the  Imperial 
tariff;  but  the  differences  are  so  slight,  and  the  island  so  far  from  large, 
that  such  as  exist  are  easily  guarded  and  arranged  by  the  one  executive 
authority. 

Table  of  Duties  and  Drawbacks  at  1903 

(The  word  "War"  means  that  certain  additions  were  imposed  in  1900, 
and  have  been  continued  up  to  the  1st  of  August  1903,  when,  unless 
renewed,  they  will  expire.) 

Imports 

Beer,  viz.  : — For  every  thirty-six  gallons  of  beer  of  the  descriptions  called 
mum,  spruce,  black  beer,  or  Berlin  white  beer,  and  other  prepara- 
tions, whether  fermented  or  not  fermented,  of  a  description  similar 
to  any  of  the  preceding.  Where  the  worts  thereof  are  or  were  before 
fermentation  of  a  specific  gravity. 

Not  exceeding  one  thousand  two  hundred  and  fifteen  degrees 

War      ...... 

Exceeding  one  thousand  two  hundred  and  fifteen  degrees . 

War     ...... 

For  every  thirty -six  gallons  of  beer  of  any  other  description  :  — 
Where  the  worts  thereof  were  before  fermentation  of  a  specific  gravity  of 
one  thousand  and  fifty-five  degrees  ..... 

War     ...... 

And  so  on  in  proportion  for  any  difference  in  gravity. 
Cards,  playing,  per  dozen  packs  ...... 

Chicory — 

Raw  or  kiln-dried  .....  the  cwt. 

Roasted  or  ground  .  ...    the  lb. 

Chloroform 
Chloral  hydrate  . 
Cocoa     . 

Husks  and  shells     .  .  .  .  .  the  cwt. 

Cocoa  or  chocolate  ground,  prepared,  or  in  any  way  manufactured    the  lb. 
Cocoa  butter 
Coffee     . 

Kiln-dried,  roasted,  or  ground 
Collodion 
Currants 
Ether,  acetic 
Ether,  butyric    . 
Ether,  sulphuric 
Ethyl,  iodide  of 
Ethyl,  bromide  . 
Ethyl,  chloride  . 
Figs       . 
Fig  cake 
Grain  and  flour — 

Wheat,   barley,   oats,  rye,  buckwheat, 
fresh),    beans   (not  fresh),  lentils, 
whole  and  cleaned  rice) 
Any  offals  which  are  feeding  stuffs  and  are  proved  to  the 
satisfaction  of  the  Commissioners  of  Customs  not  to 
contain  more  than  fifty  per  cent,  of  starch 
"  Offals  "  mean  the  bran,  pollards,  germs,  husks,  culms,  dust,  or  other 
similar  bye-products  of  maize  and  the  articles  liable  to  the  above-men 
tioned  duty  of  threepence. 


(War,  2d.) 
(War,  Id.) 


(War,  Is.  3d.) 

(War,  Id.) 
(War,  9d.) 
('War,  Is.  3d.) 
(War,  8d.) 


the  cwt. 

the  lb. 
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Flour  and  the  meal  or  milled  products  (other  than  offals  liable  \ 
to  the  above-mentioned  duty  of  one  penny  halfpenny) 
of  any  of  the  articles  mentioned  above  except  maize  V 
Starch,  arrowroot,  cassava  powder  and  tapioca,  potato  flour, 
sago,  malt,  pearled  barley,  and  rice  (whole  and  cleaned); 
The  meal  or  milled  products  of  maize  (other  than  offals  of] 
maize  liable  to   the   above-mentioned  duty  of  one 
penny  half-penny 
Plums,     commonly    called     French    plums,     and    prunelloes, 
preserved    ...... 

Prunes  ....... 

Kaisins  ....... 

Soap,  transparent  ..... 

Spirits,  viz.  : — For  every  gallon  computed  at  proof  of  spirits  of  any  descrip- 
tion (except  perfumed  spirits),  including  naphtha  or  methylic  alcohol 
purified  so  as  to  be  potable,  and  also  mixtures  and  preparations  con- 
taining spirits 

War      . 

"  Additional "    , 
For  every  gallon  of  perfumed  spirits 
War     . 

"Additional"   . 
Certain  spirits  in  bottle  a  further 

When   a  person  importing  liqueurs, 
preparations  containing  spirits  in  bottle 

such  a  manner  as  to  indicate  that  the  strength  is  not  to  be  tested,  duty  is 
charged  and  paid  at  the  rate  following,  viz. : — 
For  every  gallon  thereof.  ...... 

War      ...... 

"Additional"    ..... 

Sugar,  viz.  : — Sugar  which,  when  tested  by  the  polariscope,  indicates  a 
polarisation  exceeding  ninety-eight  degrees  .  .  the  cwt. 

Sugar  of  a  polarisation  not  exceeding  seventy-six  degrees .  „ 

Sugar  of  a  polarisation  not  exceeding  ninety-eight  degrees,  butl  The  following  inter- 
exceeding  seventy-six  degrees  .  .  the  cwt./     mediate  duties : — 


cordials,   or   other   mixtures 
may  have  entered  the  same 
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Percentage  of  the 

Degrees  of  Polarisation. 

Maximum  Duty  of 
4s.  2d. 

Duty  per  cwt. 

s.     d. 

Exceeding  76  and  not  exceeding  77 

49-6 

2     0-8 

77        „             ,,         78 

51-2 

2     1-6 

78        ,,             ,,          79 

52-8 

2     2-4 

79        ,,              „          80 

54-5 

2     3-2 

80        „              ,,         81 

56*0 

2     4-0 

81        ,,              ,,          82 

57-6 

2     4-8 

82        ,,              ,,          83 

59-2 

2     5'6 

83        ,,              ,,          84 

61-0 

2     6-5 

84        „              ,,          85 

62-8 

2     7-4 

85        „              ,,          86 

64-6 

2     8-3 

86        „              „          87 

66-4 

2     9-2 

87        ,,              „          88 

68-4 

2  10-2 

88        ,,              „          89 

70-4 

2  11-2 

89        „              ,,          90 

72-8 

3     0-4 

90        ,,              ,,          91 

75-2 

3     1-6 

91        ,,              ,,          92 

77-6 

3     2-8 

92        „              ,,          93 

80-0 

3     4-0 

93        ,,              ,,          94 

82-4 

3     5'2 

94        ,,              „          95 

84-8 

3     6'4 

95        ,,              ,,          96 

87-2 

3     7-6 

96        „              ,,          97 

89-6 

3     8-8 

97        „              ,,          98 

92-0 
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Molasses  (except  when  clecired  for  use  by  a  licensed  distiller  in  the 
manufacture  of  spirits)  and  invert  sugar,  and  all  other  sugar  and  extracts 
from  sugar  which  cannot  be  completely  tested  by  the  polariscope,  and  on 
which  duty  is  not  specially  charged  by  this  section — 

If  containing  70  per  cent  or  more  of  sweetening  matter   .  the  cwt. 

If  containing  less  than  70  per  cent  and  more  than  50  per  cent  of  sweeten- 
ing matter  .....  the  cwt. 

If  containing  not  more  than  50  per  cent  of  sweetening  matter        the  cwt. 
The  amount  of  sweetening  matter  to  be  taken  to  be  the  total  amount 

of  cane,  invert,  and  other  sugar  contained  in  the  article  as  determined  by 

analysis  in  manner  directed  by  the  Commissioners  of  Customs. 

Glucose — 

Solid  ...... 

Liquid        ...... 

Saccharin  (including  substances  of  a  like  nature  or  use)     . 

Tea,  until  the  first  day  of  August  1903 

Tobacco,  viz.  : — 

Tobacco  manufactured. 

Cigars         ...... 

War     .... 

Cavendish  or  Negrohead      .... 

War     .... 
Cavendish  or  Negrohead,  manufactured  in  bond 

War     .... 
Other  manufactured  tobacco 

War     .... 
Snuff  containing  more  than  13  lbs.  of  moisture  in  every 
weight  thereof  .... 

War     .... 
Snuff  not  containing  more  than  13  lbs.  of  moisture  in  every 
weight  thereof  .... 

War     .... 
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Tobacco  unmanufactured. 

Containing   10  lbs.  or  more  of  moisture  in  every  100  lbs.  weight 
thereof  .  .  .  .  .  .the  lb. 

War     .  .  .  .  .     „     „ 

Containing  less  than   10  lbs.  of  moisture  in  every   100  lbs.  weight 


thereof 


the  lb. 


War 


degrees 


Wine,  viz. : — 

Wine  not  exceeding  30  degrees  of  proof  spirit 
Wine    exceeding    30,    but    not    exceeding    42 

spirit  .... 

And  for  every  degree  and  part  of  a  degree  beyond  the  highest  above 

charged  an  additional  duty      .  .  .  the  gall 

Sparkling  wine  in  bottle  a  further  duty        .  .  „       „ 

Still  wine  in  bottle  a  further  duty  .  .  .  „      „ 


the  gall. 

of    proof 

the  gall. 


0      2      6 


Drawbacks 

Beer. — On  all  beer  imported  into  Great  Britain  or  Ireland  and  subsequently 
exported  as  merchandise,  or  for  U3e  as  ship's  stores,  or  removed  to  the  Isle  of  Man,  a 
drawback  estimated  according  to  strength. 

Coffee. — On  all  coffee  similarly  imported  and  exported  or  removed,  which  has  been 


320  DAYS  OF  GEACE 

roasted  in  Great  Britain  or  Ireland,  a  drawback  equal  in  amount  to  the  duty  on 
imported  raw  coffee. 

Grain  and  Flour. — On  any  of  the  articles  mentioned  under  this  head  similarly 
imported  and  exported  or  removed,  or  deposited  in  any  bonded  warehouse,  or  for  use 
as  ship's  stores,  which  shall  have  undergone  a  process  of  manufacture  or  preparation  in 
Great  Britain  or  Ireland,  a  drawback  equal  to  the  duty  paid  on  the  article. 

On  goods  similarly  exported,  removed,  or  deposited  in  the  manufacture  or 
preparation  of  which  in  Great  Britain  or  Ireland  any  of  the  articles  mentioned 
under  this  head  has  been  used,  a  drawback  equal  to  the  duty  paid  in  respect 
of  that  article  which  appears  to  the  satisfaction  of  the  Treasury  to  have  been 
so  used. 

Sugar. — On  sugar  exported,  deposited,  or  removed  as  aforesaid,  which  has  passed 
a  refinery  in  Great  Britain  or  Ireland,  a  drawback  equal  to  the  duty  on  sugar  of  the 
like  jDolarisation. 

On  goods  (other  than  beer)  in  the  manufacture  or  preparation  of  which  in  Great 
Britain  or  Ireland  similarly  exported,  deposited,  or  removed  in  the  manufacture  or 
preparation  of  which  in  Great  Britain  or  Ireland  any  of  the  articles  under  this  head 
may  have  been  used,  a  drawback  equal  to  the  duty  in  respect  of  that  article  which 
appears  to  the  satisfaction  of  the  Treasury  to  have  been  used  in  the  manufacture 
or  preparation  of  the  goods,  or,  in  the  case  of  residual  products,  to  be  contained 
therein. 

Tobacco. — Upon  every  pound  of  tobacco  manufactured  in  Great  Britain  or  Ireland, 
on  the  same  being  by  any  licensed  manufacturer  exported  as  merchandise  or  deposited 
in  any  bonded  warehouse  to  be  used  as  ship's  stores,  and  packed  in  whole  and  complete 
cases,  each  containing  no  less  than  80  lbs.  gross  weight,  a  drawback  of  3s.  Id.  This 
drawback  is  estimated  on  the  assumption  that  the  tobacco  contains  14  lbs.  of  moisture 
and  86  lbs.  of  dry  tobacco,  and  which  varies  downwards  and  upwards  according  as  the 
moisture  is  more  or  less  than  14  lbs.  C.  F.  FOLLETT. 

Days  Of  Grace. — These  are  the  days  which,  in  the  case  of  bills 
of  exchange  not  payable  on  demand,  are  added  to  the  time  of  payment 
appearing  on  the  face  of  the  instrument.  According  to  the  law  of  the 
United  Kingdom  there  are  three  such  days  of  grace,  but  a  bill  may,  by  the 
use  of  the  words  "  without  grace,"  or  some  similar  expression,  stipulate  that 
the  day  appearing  on  its  face  is  to  be  the  final  due  date.  In  most  conti- 
nental countries  days  of  grace  in  this  sense  do  not  exist.  The  custom 
serves  no  practical  use,  and  unnecessarily  complicates  bill  transactions. 
Bills  should  certainly  be  payable  on  the  day  on  which  they  appear  to  be  due 
on  their  face. 

By  the  Bills  of  Exchange  Act  1882,  sec.  14,  three  days  of  grace  are  in 
every  case,  except  where  the  bill  provides  otherwise,  or  is  payable  on 
demand,  added  to  the  time  of  payment  as  fixed  by  the  bill,  and  the  bill  is 
due  and  payable  on  the  last  day  of  grace.  When  the  last  day  of  grace  falls 
on  Sunday,  Christmas  day,  Good  Friday,  or  a  day  appointed  by  royal  pro- 
clamation as  a  public  fast. or  thanksgiving  day,  the  bill  is  due  and  payable 
on  the  preceding  business  day.  When  the  last  day  of  grace  is  a  bank 
holiday  (other  than  Christmas  Day  or  Good  Friday),  or  when  the  last  day 
of  grace  is  a  Sunday  and  the  second  day  of  grace  is  a  bank  holiday,  the 
bill  is  due  and  payable  on  the  succeeding  business  day.  (See  "  Bills  of 
Exchange.") 

d/d. — Days  after  date. 

D/D. — Draft  on  demand. 

Dead  Freight. — This  is  a  sum  payable  by  a  merchant  who 
undertakes  to  ship  a  full  cargo  and  fails  to  do  so,  the  amount  payable 
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being  in  proportion  to  the  extent  to  which  he  fails  to  supply  the  stipulated 
cargo.  Strictly  speaking,  this  sum  is  not  proper  freight,  but  merely 
damages  for  the  loss  of  freight,  and  therefore  the  shipmaster  has  not  the 
usual  lien  over  the  cargo  enabling  him  to  retain  the  same  against  the 
consignee  in  security  of  the  claim  unless  there  be  an  express  stipulation 
entitling  him  to  do  so  in  the  charter-party.  Where  there  is  an  entire 
cargo,  as  of  wheat  or  barley,  at  so  much  per  ton,  the  amount  is  easily 
ascertained  and  calculated  by  the  number  of  tons  of  shortage,  but  where 
the  cargo  is  general,  the  usual  practice  is  to  take  the  average  on  the 
voyage,  Jas.  Campbell  Irons. 

Dead  Rent, — A  rent  reserved  in  a  mining  lease  and  payable 
whether  the  mine  is  worked  or  not.  The  object  of  such  rent  is  to  secure 
working  of  the  mine.  In  some  leases  the  rent  and  the  royalty  are  both 
payable  contemporaneously,  whilst  in  others  the  dead  rent  merges  in  the 
royalty  actually  paid. 

Dealer  (Stock  Exchange). —On  the  Stock  Exchange  a 
dealer  is  a  middleman  or  merchant  in  stocks  or  shares,  practically  confined 
to  the  London  Stock  Exchange.  On  the  Stock  Exchange  these  dealers 
buy  and  sell  shares  on  their  own  behalf,  and  they  are  usually  distinguished 
by  the  name  of  "jobbers."  When  a  broker  gets  an  order  to  execute  he 
goes  to  one  of  these  jobbers,  and  without  stating  whether  he  is  going  to 
buy  or  sell,  asks  for  a  quotation.  The  dealer  names  two  prices,  the  lower 
one  being  the  one  at  which  he  is  willing  to  buy,  and  the  higher  at  which 
he  is  willing  to  sell.  In  stocks  or  shares  in  which  the  transactions  are 
extensive  the  margin  between  the  two  prices  quoted  is  as  a  rule  very 
small,  but  in  securities  where  the  transactions  are  few  it  is  much  wider 
in  consequence  of  the  increased  risk  accepted  by  the  dealer.  The  dealer 
in  selling  stock  either  already  has  it,  or  knows  where  to  get  it,  at  a  fraction 
below  the  price  which  he  has  quoted  to  the  broker,  and  this  small  difference 
makes  his  profit.  If  the  market,  however,  should  rise  before  he  has  had 
time  to  obtain  possession  of  the  necessary  stock,  he  of  course  loses.  If 
the  dealer  is  asked  to  buy  stock,  he  may  do  so  knowing  where  he  will  get 
a  market  for  it  at  an  increased  price,  or  he  may  be  willing  to  take  possession 
of  the  stock  and  retain  it  until  there  is  a  market  for  it,  when  he  will  sell  it 
at  a  profit. 

Death  Duties. 


1.  Estate  Duty    .         .         .         .321 

2.  Table  of  Bates  of  Estate  Duty .     322 

3.  Settlement  Estate  Duty    .         .     323 

4.  Legacy  Duty  ....     323 


6.  Table  of  Rates  of  Legacy  and 
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7.  Principal  exemptionsfrom  Death 
Duties  .         .         .324 

8.  Settlement  of  Duties  .  .324 
5.  Succession  Duty       .         .         .     323  i  9 ,  Exampie8       ....     324 

The  existing  duties  are — 1.  Estate  duty;  2.  Settlement  estate  duty; 
■'-.  Legacy  duty;  and,  4.  Succession  duty.  The  old  probate  or  inventory 
duty  and  account  duty  have  been  superseded  by  the  provisions  of  the 
Finance  Act  1894,  and  only  apply  to  deaths  prior  to  the  2nd  August  1894, 
while  the  temporary  estate%duty  on  personal  estates  and  successions  to 
realty  exceeding  £10,000  has  ceased  to  be  payable  in  consequence  of  the 
expiration  in  1896  of  the  time  during  which  it  was  imposed. 

1.  Estate  Duty. — The  property  of  any  person  dying  on   or  after  2nd 
VOL.  II  21 


322 


DEATH  DUTIES 


August  1894  is,  in  the  first  place,  liable  to  the  payment  of  estate  duty  under 
the  Finance  Act  1894.  The  provisions  of  this  Act  are  so  comprehensive  that 
everything  which  passes  on  the  death  of  the  deceased,  whether  it  belonged  to 
him  or  not,  is  subject  to  estate  duty.  The  following  property  is  held  to  have 
passed  on  his  death,  and  duty  must  be  paid  in  respect  of  it,  viz. :  (1) 
All  property  of  which  he  was  at  the  time  of  his  death  competent  to  dispose, 
whether  he  did  so  or  not — including,  in  the  case  of  a  person  not  sui  juris, 
property  of  which  he  would  have  been  competent  to  dispose  had  he  been 
sui  juris.  (2)  Property  in  which  he  (or  any  other  person)  had  an  interest 
ceasing  on  his  death,  e.g.  an  annuity,  or,  in  Scotland,  a  liferent.  (3)  Absolute 
gifts  made  by  him,  and  property  in  which  he  had  a  life  interest  which  he 
surrendered  within  a  year  of  his  death.  (4)  Any  gifts  of  any  sort,  whenever 
and  however  made  (e.g.  by  voluntary  settlement  or  investment  in  joint 
names),  if  subject  to  the  reservation  of  any  benefit  whatever  to  him  or  to  a 
power  of  revocation.  And  (5)  any  policy  of  assurance  or  annuity,  or  other 
interest  provided  by  him  and  arising  upon  his  death. 

The  estate  is  valued  as  at  the  date  of  death,  and  includes  the  proportion 
of  current  interests,  dividends,  and  rents  accrued  up  to  that  date.  From 
this  value  the  incumbrances,  the  debts  owing  by  the  deceased,  and  his 
funeral  expenses  are  deducted,  and  duty  is  paid  on  the  balance,  but  no 
allowance  is  made  for  debts  and  incumbrances  created  otherwise  than  for 
full  consideration  in  money's  worth.  The  duty  is  calculated  on  an  ascending 
ad  valorem  scale,  starting  from  1  per  cent  on  estates  over  £100  and  not 
exceeding  £500,  until  it  reaches  the  maximum  rate  of  8  per  cent,  which  is 
charged  upon  estates  over  £1,000,000. 

Once  estate  duty  is  paid,  the  husband  or  the  wife  of  the  deceased  is 
exempt  from  any  other  duty,  and  the  lineal  descendants  or  ancestors  {e.g. 
children,  grandchildren,  parents,  and  grandparents)  are  exempt  from  legacy 
and  succession  duty ;  and  if  the  only  life  interest  given  in  the  deceased's 
will  is  to  the  husband  or  wife,  no  settlement  estate  duty  is  payable.  As  the 
majority  of  estates  go  to  husband  or  wife  and  their  children,  it  will  be  seen 
that  death  duties  are  now  to  a  large  extent  confined  to  a  single  ad  valorem 
duty.  This  principle  was  not  absolutely  applied,  as  it  was  considered  that 
it  would  impose  too  heavy  a  burden  upon  the  family  of  the  deceased — hence 
the  incidence  of  the  legacy  and  succession  duties.  The  rate  of  these  duties 
rises  not  with  the  amount  (as  in  estate  duty),  but  with  the  remoteness  of 
relationship  to  the  deceased. 

Where  property  is  settled  and  estate  duty  has  been  paid  in  respect  of  it, 
no  further  estate  duty  is  payable  until  the  death  of  a  person  competent  to 
dispose  of  the  property. 

2.  Table  of  Rates  of  Estate  Duty. 


Principal  Value  of  Estate. 

Estate  Duty  Payable 

Not  exceeding  £100  . 

None 

Exceeding           £100  but  not 

exceeding 

£500 

£1        per  cent 

500 

>j 

» 

1000 

2 

1000 

>? 

n 

10,000 

3 

10,000 

jj 

n 

25,000 

4 

25,000 

11 

„ 

50,000 

4:10s.    „ 

50,000 

„ 

51 

75,000 

5 

75,000 

J) 

V 

100,000 

5  :  10s.    „ 

100,000 

?J 

„ 

150,000 

6 

150,000 

„ 

n 

250,000 

6  :  10s.    „ 

250,000 

11 

11 

500,000 

7 

500,000 

J> 

„ 

1,000,000 

7:10s.    „ 

1,000,000 

8 
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All  property  passing  on  the  death  of  deceased  is  aggregated  to  form  one 
estate,  except  that  (1)  property  in  which  the  deceased  never  had  an  interest, 
and  (2)  property  exclusive  of  what  is  settled  otherwise  than  by  deceased's 
will,  where  the  total  value  of  such  property  does  not  exceed  £1000,  in  each 
case  forms  an  estate  by  itself. 

Estate  duty  in  respect  of  property,  exclusive  of  what  is  settled  otherwise 
than  by  the  deceased's  will,  may  be  paid  according  to  the  following  scale,  if 
the  executor  or  administrator  prefers : — 

Gross  Value  of  Estate  before  the  Deduction  of  Debts  and  bh««j  r»,  ♦■    ~      ,, 

Funeral  Expenses.  F,xed  Duty  Payable. 

Not  exceeding  £300  .  .  .  .  .  .  £l  :  10s. 

Exceeding  £300  but  not  exceeding  £500  .  .  .  £2  :  10s. 

3.  Settlement  Estate  Duty. — Where  property  is  settled  by  will,  or  passes 
upon  death  to  a  person  who  is  not  competent  to  dispose  of  it  (e.g.  a  tenant 
for  life,  or,  in  Scotland,  a  liferenter),  settlement  estate  duty  at  the  rate  of 
1  per  cent  upon  the  value  of  that  property  must  be  paid  in  addition  to  the 
estate  duty,  but  settlement  estate  duty  is  only  charged  once  during  the 
settlement.  If  the  only  life-interest  is  given  to  the  husband  or  wife  of  the 
deceased  this  duty  is  not  payable. 

Settlement  estate  duty  is  borne  by  the  settled  property.  The  value  of 
the  property  is  taken  as  at  the  date  of  death ;  but  duty  is  only  paid  in 
respect  of  property  actually  settled.  Thus  if  it  is  the  residue  that  is  settled, 
the  estate  duty  and  debts,  whether  created  for  value  or  not,  are  deducted  as 
well  as  the  funeral  and  testamentary  expenses. 

4.  Legacy  Duty. — This  duty  is  payable  by  all  persons  (except  the 
husband  or  wife  and  the  lineal  descendants  or  ancestors  of  the  deceased), 
(1)  upon  any  gifts  left  to  them  by  the  will  of  the  deceased,  payable  out  of 
the  personal  or  movable  estate;  and  (2)  upon  the  clear  residue  of  the 
personal  estate  as  brought  out  in  the  residuary  account ;  or  (3)  where  the 
deceased  left  property  not  disposed  of  by  will,  upon  the  respective  shares 
of  the  personal  or  movable  estate  taken  by  his  representatives.  Succession 
duty,  and  not  legacy  duty,  is  paid  in  respect  of  leaseholds  (though  in  England 
they  are  personal  estate).  The  duty  is  calculated  upon  the  value  of  the 
gift  as  at  the  date  when  the  legacy  is  paid  or  the  duty  settled ;  and  the  rate 
is  based  upon  a  "  consanguinity  scale,"  starting  with  brothers  and  sisters  of 
deceased  at  3  per  cent,  and  ending  with  strangers  at  10  per  cent. 

5.  Succession  Duty. — This  duty  may  be  regarded  as  supplementary  to 
legacy  duty,  so  that  any  property  which  has  paid  the  latter  duty  cannot  be 
called  upon  to  pay  succession  duty.  It  is  payable  by  all  persons  (except 
the  husband  or  wife  and  lineal  descendants  or  ancestors  of  the  deceased) 
upon  the  value  of  any  real,  leasehold,  or  heritable  property,  or  the  proceeds 
of  it  if  sold,  and  upon  personal  estate  settled  otherwise  than  by  will  {e.g. 
upon  marriage).  Where  the  successor  is  competent  to  dispose  of  the 
property  the  duty  is  calculated  upon  the  principal  value  that  it  would  fetch 
in  the  open  market  as  at  the  date  of  death,  after  deduction  of  the  estate 
duty  paid  on  it  and  the  expenses,  if  any,  of  raising  that  duty ;  and  the  rates 
are  now  the  same  as  are  charged  for  legacy  duty.  Where  the  successor  is 
not  competent  to  dispose  of  the  property  {e.g.  if  he  has  an  interest  for  life), 
the  duty  is  charged  on  the  value  of  his  interest,  estimated  by  way  of  annuity 
according  to  the  table  annexed  to  the  Succession  Duty  Act  185:1 

Succession  duty,  and  also  the  portion  of  estate  duty  applicable  to  realty 
or  heritage,  may  either  be  paid  in  one  sum  or  by  eight  equal  yearly  instal- 
ments, or  sixteen  half-yearly  instalments,  with  interest  at  3  per  cent. 
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6.   Table  of  Bates  of  Legacy  and  Succession  Duties. 

Relation  which  Successor  bears  to  Predecessor.  Duty  Payable. 

Husband  or  wife  .......  None 

Child  or  other  lineal  descendant            ....  „ 

Parent  or  other  lineal  ancestor  .....  „ 

Brother,  sister,  or  descendant  of  brother  or  sister      .            .  £3  per  cent 

Uncle,  aunt,  or  descendant  of  uncle  or  aunt     .             .  5       „ 
Great-uncle,  great-aunt,  or  descendant  of  great-uncle 

or  great-aunt  .             .             .             .             .             .  6       „ 

Any  other  relation,  stranger  in  blood,  corporation,  or 

charity             .            .            .            .            .            .            .  10       „ 

The  husband  or  wife  of  a  relation  of  the  predecessor  does  not  pay  duty  at  a 
greater  rate  per  cent  than  is  payable  by  the  relation.  The  additional  succession 
duties  imposed  by  the  Customs  and  Inland  Revenue  Act  1888,  sec.  21,  appear  still 
to  be  payable  in  some  cases.  From  the  speech  of  the  Chancellor  of  the  Exchequer 
(16th  April  1894),  it  would  seem  that  it  was  then  the  intention  to  abolish  these  duties 
in  the  case  of  deaths  after  1st  August  1894,  and  it  is  understood  that  these  duties 
are  not,  in  fact,  claimed  by  the  Commissioners. 

7.  Principal  Exemptions  from  Death  Duties. — (1)  Immovables  out  of 
the  United  Kingdom ;  and,  when  deceased  was  domiciled  abroad,  movables 
out  of  the  United  Kingdom  (which  are  not  through  trustees  or  otherwise 
subject  to  the  jurisdiction  of  the  English  courts)  are  exempt  from  all 
duties. 

(2)  Property  passing  on  death  only  by  reason  of  a  bona  fide  transaction 
for  full  consideration  in  money  or  money's  worth  is  exempt  from  all  duties. 

(3)  Estates  under  £100  in  value  are  exempt  from  all  duties. 

(4)  Estates  which,  exclusive  of  property  settled  otherwise  than  by  the 
deceased's  will,  do  not  exceed  £1000  in  value,  and  which  have  paid  estate 
duty,  are  exempt  from  legacy,  succession,  and  settlement  estate  duty ;  but 
the  exemption  does  not  apply  to  the  property  settled  otherwise  than  by 
the  deceased's  will. 

(5)  Specific  legacies  under  £20  in  value  are  exempt  from  legacy  duty  ; 
successions  and  pecuniary  legacies,  however,  although  under  £20,  are  not 
now  exempt. 

(6)  A  single  annuity  not  exceeding  £25  provided  by  the  deceased,  which 
arises  or  survives  on  his  death,  is  exempt  from  estate  duty. 

8.  Payment  of  Duties. — Executors  and  trustees  are  primarily  liable 
for  payment  of  all  the  death  duties  on  estates  administered  by  them.  In 
settling  with  legatees  and  successors  they  will,  of  course,  deduct  the  duties 
for  which  these  persons  are  respectively  liable.  If  the  testator  has  directed 
that  the  legacies  be  paid  free  of  duty,  and  the  estate  is  sufficient  for  that 
purpose,  the  full  amount  will  be  paid  to  the  legatees,  and  the  executor  will 
take  the  duty  out  of  the  residue,  and  he  will  be  entitled  to  deduct  it  in  his 
residue  account.  If,  however,  there  is  a  deficiency  in  the  estate  the  legatees 
must  pay  their  own  duty  on  the  reduced  amount  received  by  them,  there 
being  no  other  fund  out  of  which  to  pay  it.  Executors  who  have  paid  the 
death  duties  should,  before  distributing  the  residuary  estate,  obtain  a  formal 
certificate  from  the  Inland  Revenue  discharging  them  from  any  further  claim 
for  estate  duty  (Finance  Act  1894,  sec.  11  (2)).  The  stamped  receipts 
granted  on  the  accounts  lodged  are  not  conclusive;  they  expressly  state 
that  they  do  not  imply  that  the  amount  of  duty  is  not  subject  to  rectifica- 
tion. Even  the  certificates  given  under  the  Finance  Act  1894,  sec.  11  (1) 
only  discharge  the  property  from  a  further  claim. 

9.  Examples. — (1)  A  dies  leaving  personal  (or  in  Scotland  movable) 
estate  worth  £5000  and  real  estate  (or  in  Scotland  heritage)  worth  £1000. 
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His  debts  ami  funeral  expenses  come  to  £250,  and  there  is  a  mortgage  for 
£500  on  his  real  estate  (or  in  Scotland  a  hond  for  £500  on  his  heritage). 
He  bequeaths  his  whole  estate  upon  trust  for  his  wife  for  life,  and  after  her 
death  for  his  children. 

Estate  duty  is  paid  on  the  aggregate  value  of  his  estate,  less  debts, 
funeral  expenses,  and  encumbrances.  The  amount  chargeable  with  duty  is 
arrived  at  thus  :— £(5000  -  250)  +  £(1000  -  500)  =  £(4750  +  500)  =  £5250. 
As  estates  between  £1000  and  £10,000  in  value  pay  3  per  cent  duty  under 
the  Finance  Act  1894,  the  duty  of  3  per  cent  is  calculated  in  this  case 
on  (1)  £4750  (being  value  of  personalty  or  movables),  which  comes  to 
£142  :10s.  (which  the  executor  must  pay),  and  (2)  £500  (being  value  of 
realty  or  heritage)  which  comes  to  £15,  which  the  executor  is  accountable 
for  if  he  is  also  trustee — this  making  the  total  estate  duty  £157  :  10s.  No 
other  duty  is  payable,  as  wives  and  lineals  take  free  from  legacy  and 
succession  duty ;  and  the  only  life  interest  being  given  to  the  wife,  settle- 
ment estate  duty  is  not  chargeable. 

(2)  Assume  that  A,  in  place  of  the  above  provisions,  directed  that 
legacies  of  £10  were  to  be  paid  to  B  his  servant,  £50  to  C  his  first  cousin, 
and  that  his  watch  was  to  be  given  to  D  his  clerk,  and^hat  the  residue  of 
his  estate  was  to  be  held  upon  trust  for  his  wife  E ;  and,  on  her  death,  his 
realty  or  heritage  (subject  to  the  mortgage  or  bond)  was  to  be  conveyed  to 
his  brother  F,  and  his  personal  or  movable  estate  was  to  be  held  in  trust 
for  his  daughter  G,  and  on  her  death  was  to  be  paid  or  transferred  to  her 
children  absolutely.  The  estate  duty  of  £157  :  10s.  is  ascertained  and  paid 
exactly  as  in  the  first  example — the  amount  of  the  estate  being  the  same  in 
each  case.  But,  in  the  second  example,  legacy  duty  will  have  to  be  paid  by 
the  executor,  and  deducted  by  him  from  the  legacies  as  follows,  viz. : — 10 
per  cent  on  the  £10  to  B  (who  is  a  stranger  in  blood),  which  comes  to  £1 ; 
5  per  cent  on  the  £50  to  C  (being  his  cousin),  which  comes  to  £2  :  10s.  The 
value  of  the  watch  is  found  to  be  £15,  and  had  that  sum  been  left  in  money 
a  duty  of  10  per  cent  would  have  beer*  due;  but  as  specific  legacies  under 
£20  in  value  are  exempt,  no  duty  is  payable  for  the  watch.  These  legacies 
amount  together  to  £75.  The  estate  duty  paid  for  personalty  or  movables 
comes  to  £142  :  10s.,  and  the  legal  expenses  and  other  charges  against 
residue  come  to  (say)  £134.  These  three  sums,  which  amount  to  £351 :  10s., 
being  deducted  from  the  personal  or  movable  estate  (£4750),  leave  a  residue 
of  £4398 :  10s.  No  legacy  duty  is  payable  in  respect  of  this  residue, 
because  it  goes  to  lineals  who  are  exempt ;  but  settlement  estate  duty 
at  1-  per  cent  must  be  paid  upon  it,  because  in  addition  to  the  wife's 
life  interest  there  is  a  life  interest  given  to  the  daughter.  Thus, 
£43  :  19  :  8  for  settlement  estate  duty  will  have  to  be  paid  in  addition  to 
the  estate  duty,  leaving  £4354: 10  :4  remaining. 

Succession  duty  at  the  rate  of  3  per  cent  will  not  have  to  be  paid  by 
the  brother  F  till  the  death  of  the  widow  E,  for  it  [is  only  on  the  expiry  of 
her  life  interest  that  he  becomes  entitled  in  possession  to  his  succession. 
The  sum  on  which  he  will  pay  duty  will  be  arrived  at  as  follows : — 

Value  of  the  realty  or  heritage  .....      £1000 

Deduct  mortgage  or  bond  thereon      ....     £'."><><) 
Portion  of  estate  duty  applicable  to  realty  or  heritage       .  15 

Expenses  in  raising  and  paving  this  estate  duty,  say  .  5 

520 

•  

_£480 

3  per  cent  on  this  sum  amounts  to  £14  :  8s. 
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Note. — Had  the  residue  of  the  personal  or  movable  estate  been  given 
to  the  deceased's  brother  F  instead  of  to  the  children  of  the  deceased's 
daughter  G,  the  brother  (not  being  a  lineal)  would,  on  the  death  of  the 
survivor  of  the  widow  and  the  daughter  G,  have  had  to  pay  legacy  duty  at 
3  per  cent  on  the  residue  of  £4354 :  10 : 4  in  addition  to  the  succession 
duty  on  the  realty  or  heritage  which  he  has  to  pay  on  the  death  of  the 
widow. 

(3)  A  leaves  a  legacy  of  £100  to  B  (an  uncle),  a  legacy  of  £300  to  C  (a 
first  cousin),  and  a  legacy  of  £1200  to  D  (a  stranger),  and  directs  that  the 
legacies  are  to  be  paid  free  of  duty.  These  legacies  amount  to  £1600,  and 
the  duty  is  £5  for  B's  legacy,  £15  for  C's,  and  £120  for  D's;  but  the  net 
estate  available  to  meet  the  legacies  and  duty  only  amounts  to  £800. 
How  is  this  sum  to  be  divided  among  the  legatees  ?  The  Court  has  held  that 
where  a  testator  declares  that  a  legacy  is  to  be  free  of  duty,  he  in  effect 
makes  it  a  legacy  of  the  principal  sum  plus  the  duty,  and  that  if  there  is  a 
deficiency  both  must  abate.  Thus,  in  the  present  case  B's  legacy  is  in 
effect  £105,  C's  £315,  and  D's  £1320.  These  sums  amount  to  £1740.  As 
there  is  only  £800  available  each  legatee  will  get  -rrru  or  if  °f  his  legacv> 
and  the  duty  will  \$  payable  by  each  upon  the  abated  amount,  there  being 
no  other  fund  out  of  which  it  can  be  paid  (Lord  Advocate  v.  Miller's  Trustees, 
21  S.L.E  709). 

(4)  Assume  that  in  the  above  case  the  net  estate  available  to  pay 
legacies  and  duty  amounted  to  £1609  :10s.  Then  there  would  have  been 
enough  to  pay  the  legacies  in  full  if  they  had  not  been  given  free  from 
legacy  duty.  As,  however,  they  are  so  given,  we  must  divide  the  estate 
between  the  legatees  on  the  principle  applied  in  the  last  example.  Each 
legatee  will  thus  receive  yfff*  or  j-g-.  of  his  legacy.  Thus  B  receives 
£97  :  2  :  6  ;  C  £291 :  7  :  6  ;  and  D  his  whole  £1200,  together  with  a  fund  of 
£21  towards  his  legacy  duty.  It  is  conceived  that  this  £21  pays  no  legacy 
duty,  that  B  and  C  would  pay  duty  on  the  amounts  they  actually  receive, 
while  D  would  pay  £99,  that  is  so  much  of  the  duty  on  the  whole  amount 
left  him  (£1200)  as  the  £21  was  insufficient  to  discharge. 

Thorold  Gosset. 
Alex.  Ross. 

Death  Rate. — The  death  rate  of  any  particular  population  is  the 
ratio  between  the  number  of  the  persons  dying  in  a  year  and  the  total 
number  of  the  population  out  of  which  these  deaths  have  occurred.  The 
number  of  the  population  does  not  remain  constant  for  any  time.  (See 
"Vital  Statistics.") 
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Nature  of  a  Debenture. — A  debenture  may  be  described  in  general 
terms  as  an  instrument  creating  or  acknowledging  a  debt  either  for  a 
definite  or  for  an  indefinite  period,  and  engaging,  when  such  period  expires, 
to  repay  the  sum  stated  to  be  due,  and  during  the  currency  of  such  period 
to  pay  at  regular  terms  interest  at  a  specified  rate ;  the  said  principal  sum 


DEBENTURES  327 

and  interest  being  declared  to  be  secured  upon  the  property  or  property 
rights  owned  or  to  be  owned  by  the  individual  or  body  corporate  executing  the 
instrument.  Most  debentures  are  securities  given  by  joint  stock  companies, 
but  they  are  also  given  by  private  clubs  and  even  by  individuals.  An 
instrument  to  be  a  debenture  must,  it  would  appear,  create  or  acknowledge 
an  indebtedness,  but  beyond  that  no  feature  is  essential  so  long  as  the 
instrument  complies  with  the  statutory  or  contractual  provisions  with 
reference  to  which  it  is  issued.  Every  case  must  be  decided  from  a  con- 
sideration of  its  peculiar  circumstances.  Debentures  may  be  issued  either 
singly  or  in  series,  and  they  may  be  raised  either  by  way  of  loan,  or  by 
way  of  purchase  money  for  property  bought,  or  by  way  of  security  for  a 
debt,  present  or  future.  It  is  customary  to  speak  of  a  single  instrument 
as  a  debenture,  and  of  the  debt  or  series  of  debts  created  by  an  issue  of 
debentures  as  debenture  stock.  The  latter  may  be  generally  described  as 
borrowed  capital  consolidated  into  one  mass  for  convenience  sake ;  it  is 
usually  secured  by  a  trust  deed  vesting  the  undertaking  or  its  property  in 
whole  or  in  part  in  trustees  in  trust  for  the  debenture  holders.  For 
example,  section  17  of  the  Bills  of  Sale  Act  1882,  45  &  46  Vict.  c.  43, 
enacting  that  the  Act  shall  not  apply  to  "  debentures  issued  .  .  .  and 
secured  upon  the  capital  stock  or  goods,  chattels,  and  effects  of  such  com- 
pany," seems  to  contemplate  an  issue  of  debentures  charged  upon  the 
general  property  of  the  concern,  and  to  exclude  a  single  contract  charging 
specific  property.  A  debenture  is  usually  under  seal,  but  is  not  required  to 
be  so. 

Kinds  of  Debentures. — Debentures  may  be  roughly  divided  into  (1) 
those  payable  to  registered  holders ;  and  (2)  those  payable  to  bearer.  In 
each  of  these  classes,  again,  there  may  be  debentures  secured  by  charge 
(mortgage  debentures) ;  and  debentures  not  so  secured  (naked  debentures). 
Mortgage  debentures  are  usually  secured  either  (1)  by  a  trust  deed ;  or  (2) 
by  a  special  charge ;  or  (3)  by  both  methods  at  once. 

(1)  Registered  Debentures. — A  debenture  of  this  kind  engages  at  a  fixed 
or  determinable  future  time  to  pay  to  the  registered  holder,  for  the  time 
being,  the  principal  debt  secured,  and  during  the  currency  of  the  debenture 
at  regular  terms  interest  at  a  specified  rate.  In  some  cases  interest  coupons 
payable  to  bearer  are  attached.  The  document  will  contain,  if  not  under 
seal,  a  statement  of  the  consideration ;  and  in  all  cases  a  description  of  the 
property  or  property  rights  charged  and  a  reference  to  conditions  endorsed 
on  the  back  which  are  to  be  deemed  to  be  incorporated.  The  conditions 
will  vary  according  to  circumstances,  but  will  usually  lay  down  particulars 
of  the  issue,  the  mode  of  registration,  both  of  the  debentures  and  of 
transfers  thereof,  the  rights  and  priorities  of  holders,  the  time  and  manner 
of  payment,  particulars  of  the  trust  deed  or  other  collateral  security,  and 
matters  of  office  detail,  such  as  the  dispatch  of  and  sufficiency  of  notices. 
The  advantages  secured  by  a  debenture  of  this  kind  are  that  holders  of  it 
get  a  marketable  security  transferable  with  ease,  and  the  nature  of  the 
title  to  which  from  time  to  time  may  readily  be  ascertained  from  an  in- 
spection of  the  register,  while,  on  the  other  hand,  the  company  issuing  it  is 
enabled  to  raise  money  over  a  wide  area  without  the  necessity  of  bargain- 
ing specially  with  each  lender,  and  that  in  a  way  that  will  appeal  to  the 
public. 

(2)  Debentures  Payable  to  Bearer. — In  form  this  kind  of  debenture 
resembles  a  registered  debenture,  except  that  it  is  made  payable  to  bearer 
with  or  without  registration,  and  that  a  condition  is  usually  included  to 
the  effect  that  it  is  to  be  treated  as  a  negotiable  instrument.     If  the  instru- 
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nient  contains  no  provision  which  contradicts  its  intended  character,  and  is 
in  such  a  form  that  the  true  owner  can  transfer  his  rights  under  it  by 
simple  delivery,  then  the  Court  will  recognise  the  title  of  any  one  who  has 
acquired  it  "bona  fide  and  for  value.  So  far  as  it  contains  an  unconditional 
promise  to  pay  a  sum  certain,  it  may  be  a  promissory  note  within  sec.  83 
of  the  Bills  of  Exchange  Act  1882,  45  &  46  Vict.  c.  61.  Even  if  it  falls 
short  in  respect  of  some  of  the  conditions  above  mentioned,  it  may  still  be  a 
negotiable  instrument  by  proved  mercantile  usage.  The  important  point 
to  remember  is  that  only  those  can  be  sued  upon  such  an  instrument  whose 
names  appear  upon  it.  The  advantages  secured,  on  the  other  hand,  are 
those  attaching  in  law  to  all  negotiable  instruments,  namely,  transfer  by 
mere  delivery  in  an  effectual  manner  to  any  one  who  takes  bona  fide  and 
for  value  without  notice  that  the  person  from  whom  he  has  it  had  only  a 
limited  interest  in  it. 

Besides  these  main  classes  of  debentures  other  forms  occur,  e.g.  simple 
certificates  acknowledging  indebtedness,  documents  giving  a  specified 
interest  in  the  undertaking,  and  documents  of  the  nature  of  guarantees  or 
indemnities. 

It  is  a  usual  practice  to  issue  to  holders  of  debenture  stock  certificates 
under  seal,  stating  the  name  of  the  holder  and  the  amount  of  stock  held, 
which  certificates,  however,  do  not  constitute  the  title,  but  are  merely 
evidence  of  title. 

Stamp  Duties  on  Debentures. — By  the  Stamp  Act  1891,  54  &  55  Vict, 
c.  39,  schedule  1,  the  following  duties  are  chargeable  on  a  mortgage,  bond, 
debenture,  covenant  (except  a  marketable  security  otherwise  specially 
charged  with  duty) : — 

(1)  Being  the  only  or  principal  security  (other  than  an  equitable  mortgage)  for 

Not  exceeding  £10  . 

Exceeding  10  and  not  exceeding  £25 

50 

100 

150 

200 

250 

300 

for  every  100  and  fraction  of         100        .... 

(2)  Being  a  collateral,  or  additional,  or  substituted  security  (other 
than  an  equitable  mortgage),  for  every  £100  and  fraction  of  £100 

(3)  Being  an  equitable  mortgage,  for  every  £100  and  fraction 
of  £100  ......... 

The  same  ad  valorem  duty  as  is  payable  on  a  mortgage  as  above 
is  payable  in  respect  of  a  marketable  security  (a)  being  a  Colonial 
Government  security ;  or  (b)  being  a  security  not  transferable  by 
delivery  ;  or  (c)  being  a  security  transferable  by  delivery,  and  bear- 
ing date,  or  signed  or  offered  for  subscription  before  or  on  6th  August 
1885.  A  marketable  security  (except  a  Colonial  Government  security) 
being  a  security  transferable  by  delivery,  and  bearing  date,  or  signed, 
or  offered  for  subscription  after  6th  August  1885,  is  chargeable  with 
duty, — for  every  £10  and  fraction  of  £10  .... 

A  marketable  security  (except  a  Colonial  Government  security), 
being  such  security  as  last  aforesaid,  given  in  substitution  for  a  like 
security  duly  stamped  is  chargeable  with  duty, — for  every  £20  and 
fraction  of  £20  .  .  .  .  .  .  .  .006 


25 

50 

100 

150 

,         200 

250 

300 

0 

0 

3 

0 

0 

8 

0 

1 

3 

0 

2 

6 

0 

3 

9 

0 

5 

0 

0 

6 

3 

0 

7 

6 

0 

2 

6 

0 

0 

6 

0 

1 

0 

0     1     0 


There  is  also  chargeable  under  the  Finance  Act  1899  (62  &  63  Vict, 
c.  9),  sec.  4  (1)  on  every  marketable  security  made  or  issued  by  or  on 
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behalf  of  any  foreign  state  or  government,  or  foreign  or  colonial  municipal 
body,  corporation,  or  company,  being  a  security  transferable  by  delivery 
which  (at)  is  after  August  1st,  1899,  assigned,  transferred,  or  in  any  manner 
negotiated  in  the  United  Kingdom;  and  (b)  is  not,  under  the  law  existing 
at  the  passing  of  the  Act,  chargeable  with  stamp  duty  as  a  marketable 
security  transferable  by  delivery,  a  stamp  duty  of  Is.  for  every  £10  and 
fraction  of  £10.  Section  8  provides  for  a  duty  of  2s.  6d.  per  £100  on  the 
statements  required  by  that  section  to  be  delivered  to  the  Commissioners 
of  Inland  Revenue  of  the  amount  of  loan  capital  proposed  to  be  raised  by 
debenture  stock  or  otherwise  by  companies  in  the  United  Kingdom.  A 
scrip  certificate  is  chargeable  with  Id.  duty,  unless  to  bearer,  when  it  may 
be  made  liable  to  a  duty  of  £1 :  10s.  per  £100,  as  being  a  "share  warrant  and 
stock  certificate  to  bearer"  (Stamp  Act  1891,  sec.  108  and  schedule  1). 
Coupons  for  interest  are  exempted  from  duty  (Finance  Act  1894  (57  & 
58  Vict.  c.  30)  sec.  40). 

Trust  Deeds  to  Secure  Debenture  Holders. — The  trust  deed  usually 
conveys  to  trustees  by  way  of  security  for  both  principal  and  interest  the 
property  or  property  rights  charged,  whether  consisting  of  the  undertaking 
generally,  specific  property,  or  a  combination  of  both  of  these.  It  will  set 
out,  further,  the  various  events  on  the  occurrence  of  which  action  may  be 
taken,  e.g.  default  in  the  payment  either  of  interest  or  of  principal,  breach  of 
material  covenants,  failure  to  make  out  proper  balance-sheets,  allowing  dis- 
tress or  execution  to  be  levied,  or  a  winding-up  order  to  be  made,  or  a  receiver 
to  be  appointed,  etc.  It  is  most  important  that  the  names  of  the  first  trustees 
should  be  those  of  influential  persons  enjoying  the  public  confidence,  for 
the  success  of  the  issue  will  to  a  great  extent  depend  upon  this.  Not 
infrequently  a  trust  or  guarantee  company  assumes  the  duty  directly  or 
by  way  of  covering  other  trustees.  The  widest  power  given  to  the  trustees 
will  generally  be  to  sell  and  apply  the  proceeds  of  the  sale  first  among  the 
debenture  holders,  and  then  as  to  any  balance  for  behoof  of  the  company. 
Power  may  also  be  given  in  the  alternative,  and  when  circumstances 
warrant  it,  merely  to  appoint  managers  and  receivers  to  carry  on  the 
business  temporarily.  Provisions  will  be  included  for  the  calling  of 
meetings  of  debenture  holders  and  the  appointment  of  new  trustees  to 
supply  vacancies.  As  to  new  trustees,  it  may  be  provided  either  that  the 
surviving  trustees  make  the  appointment,  or  that  the  debenture  holders 
themselves  do  so.  The  rules  of  the  London  Stock  Exchange  contemplate 
the  appointment  of  new  trustees  by  the  company  approved  in  writing  by  a 
meeting  of  the  debenture  holders.  Where  there  is  any  difficulty  applica- 
tion may  be  made  to  the  Court  to  appoint  under  sec.  25  of  the  Trustee  Act 
1893  (56  &  57  Vict.  c.  53).  The  section  just  mentioned  also  gives  the 
Court  power  to  substitute  new  trustees  for  trustees  convicted  of  felony  or 
made  bankrupt,  or  even  in  other  cases  where  the  interests  of  the  benefi- 
ciaries have  suffered  or  become  endangered.  Lastly,  the  trust  deed  should 
make  provision  for  the  remuneration  or  indemnity  of  the  trustees,  for 
otherwise  the  ordinary  rule  of  law  presuming  gratuitous  services  will  prevail. 

In  many  cases,  as  where  a  company  enjoys  great  public  credit,  a  trust 
deed  may  not  be  necessary.  In  all  cases,  however,  where  there  is  risk  a 
trust  deed  is  advisable,  the  advantage,  in  case  of  the  necessity  arising,  being 
great  of  having  a  small  body  of  persons  ready  and  with  the  duty  to  protect 
the  rights  of  debenture  holders,  instead  of  imposing  upon  each  of  the  latter 
the  necessity  of  moving  for  himself.  The  former  can,  as  trustees  and 
mortgagees,  enter  and  sell  without  calling  in  the  aid  of  the  Court,  which 
could  not  be  done  by  individual  debenture  holders  whose  interests  con- 
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flic  ted  with  one  another.  Trustees,  however,  in  accepting  the  trust  assume 
all  the  liabilities  and  responsibilities  of  trustees.  They  must  act  personally 
in  all  essential  matters  and  not  delegate  their  powers;  but  they  may 
employ  brokers,  bankers,  solicitors,  accountants,  and  other  agents  with  due 
regard  not  only  to  their  own  position  as  trustees,  but  also  to  the  concern  as 
an  independent  entity. 

A  trust  deed  is  chargeable  with  stamp  duty  as  a  covenant  or  mortgage, 
namely,  at  the  rate  of  2s.  6d.  per  £100.  The  duty  payable  upon  statements 
of  loan  capital  proposed  to  be  issued  required  to  be  delivered  to  the 
Commissioners  of  Inland  Revenue  is  not  charged  to  the  extent  of  the  duty 
paid  on  a  trust  deed  as  a  mortgage  or  marketable  security  (Finance  Act 
1899,  sec.  8  (3)). 

Property  that  may  he  charged. — No  limits  have  been  placed  by  statute 
either  to  the  property  which  may  be  charged  or  the  amount  which  may  be 
borrowed  upon  such  property.  As  to  these  matters  a  subscriber  must 
exercise  his  own  judgment.  Not  all  property,  however,  can  be  mortgaged. 
Thus,  in  the  case  of  real  property  abroad,  the  lex  loci  rei  sitce  may  not 
permit  of  mortgages  at  all  or  except  to  a  limited  extent ;  and  even  property 
in  this  country  may  sometimes  be  such,  or  be  made  such,  as  to  disentitle  the 
company  owning  it  to  deal  with  it  in  this  way.  For  example,  an  under- 
taking constituted  under  parliamentary  authority  cannot,  as  a  rule,  be 
made  an  effective  security  except  so  far  as  expressly  authorised,  for  an 
order  to  sell  or  foreclose,  and  even  the  appointment  of  a  manager  and 
receiver  would  seriously  affect  the  public  welfare.  Again,  the  Memorandum 
and  Articles  of  Association  of  a  company  may  expressly  declare  it  to  be 
ultra  vires  to  charge  the  undertaking  or  impose  limits  upon  the  power  to 
do  so.  Outside  these  general  restrictions  all  property  and  property  rights 
of  a  company  can  be  mortgaged.  So  even  uncalled  capital  may  be  charged, 
except  perhaps  where  it  is  declared  to  be  left  with  a  view  to  a  winding  up. 

What  is  called  a  "  floating  charge  "  is  created  when  the  undertaking  as 
a  whole  is  charged  by  way  of  security  for  debenture  stock  or  debentures. 
Such  a  floating  security  will  include  all  the  property  present  and  future  of 
the  company  even  when  not  expressly  so  declared.  The  parties  to  it  are, 
however,  presumed  to  intend  that  it  shall  remain  dormant  so  long  as  the 
concern  is  a  going  concern,  and  at  all  events  so  long  as  there  is  no  default. 
So  long  as  the  charge  endures  the  company  is  entitled  to  deal  with  the 
property  in  the  ordinary  course  of  business,  or  as  not  restrained  by  the 
contract,  and  may,  so  far  as  not  so  restrained,  create  lesser  charges  specifically 
attached  to  portions  of  the  property  and  even  ranking  in  priority  to  the 
main  charge.  Ordinary  sales,  leases,  mortgages,  and  other  charges  may  be 
made,  and  debts,  etc.,  may  be  paid,  always  provided  that  the  undertaking 
as  a  going  concern  is  not  thereby  affected.  It  is  usual  and  a  good  plan  to 
qualify  the  general  right  so  as  to  create  lesser  charges  by  excepting  charges 
to  rank  in  priority  to  or  pari  passu  with  the  floating  charge.  Whilst  the 
floating  security  exists  no  account  can  be  claimed  by  the  holders  of  the 
company's  dealings  with  the  undertaking,  but  so  soon  as  there  is  default,  or 
the  existence  of  the  concern  is  threatened,  they  have  the  right  to  realise 
their  security  and  obtain  a  full  disclosure  of  all  transactions.  In  any 
event  the  debenture  holders  are  preferred  to  the  general  creditors. 

By  the  law  of  Scotland,  movables  to  be  effectually  pledged  must  be 
delivered  into  the  pledgee's  possession.  Consequently,  unless  the  requisite 
formalities  are  observed,  a  conrpan}7  cannot  by  means  of  debentures  create 
a  preferential  security  over  its  movables  or  leasehold  property  in  Scotland. 
Debentures,  however,  issued  under  statutory  provisions,  e.g.  by  railways 
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under  the  Companies  Clauses  (Scotland)  Act  1845  (8  &  9  Vict.  c.  17)  and 
the  subsequent  Acts  of  1863  and  1867,  are  unquestionably  preferential 
sir  unties.  A  further  result  of  the  above  rule  of  law  is,  that  a  floating 
charge  over  the  undertaking,  property,  or  assets  in  Scotland  of  a  company 
registered  there  is  ineffectual. 

Opposed  to  the  expression  "  floating  charge  "  is  "  fixed  charge,"  i.e.  a 
charge  on  specific  property. 

Issue  of  Debentures. — Whether  a  company  shall  or  shall  not  have  power 
to  issue  debentures,  and  what  class  of  debentures  it  may  issue,  will  be  settled 
by  the  Memorandum  of  Association,  though  in  cases  where  such  a  power  is 
reasonable,  having  regard  to  the  nature  and  purposes  of  the  company's 
business,  it  may  be  implied.  A  mere  power  to  borrow  will  generally  imply 
a  power  to  borrow  by  means  of  reasonably  framed  debentures.  The  circum- 
stances in  which  the  borrowing  power  may  be  exercised  should  be  indicated 
in  the  Articles  of  Association,  so  as  to  render  it  unnecessary,  in  cases  of  doubt, 
to  call  meetings  to  give  directors  the  requisite  authority. 

When  debenture  stock  is  offered  to  public  subscription  the  offer  is 
usually  made  by  means  of  prospectuses  specifying  the  name  and  description 
of  the  company,  the  amount  of  its  capital  and  how  made  up,  and  particulars 
of  the  issue,  together  with  any  other  facts  that  may  be  considered  advisable, 
showing  the  progress  of  the  business.  No  special  form  need  be  followed, 
but  the  wording  should  be  carefully  guarded  (see  the  Directors'  Liability 
Act  1890  (53  &  54  Vict.  c.  64)).  Any  misrepresentation  of  material  facts 
will  entitle  one  who  has  subscribed  on  the  faith  of  it  to  repudiate  his 
contract  and  claim  damages.  Sec.  3  of  the  Directors'  Liability  Act  1890  is 
specially  important  in  this  connection,  for  by  virtue  of  it,  if  falsehood  in  a 
prospectus  is  shown  to  exist  the  burden  is  at  once  thrown  on  those  who 
have  issued  it  to  prove  reasonable  ground  for  the  statements  made.  Again, 
section  84  of  the  Larceny  Act  1861  (24  &  25  Vict.  c.  96)  renders  it  punish- 
able as  a  misdemeanour  for  any  director,  manager,  or  public  officer  of  any 
body  corporate  or  public  company  to  make,  circulate,  or  publish  false 
statements  with  intent  to  deceive  or  defraud  shareholders,  creditors,  and 
the  like,  or  with  intent  to  induce  any  person  to  become  a  shareholder  in  or 
to  enter  into  any  security  for  the  benefit  of  such  body  corporate  or  company. 
In  issuing  prospectuses  directors  must  also  consider  the  rules  of  the  Stock 
Exchange  if  a  quotation  is  sought,  e.g.  as  to  printing  the  Memorandum  of 
Association  in  the  fold  of  the  prospectus. 

A  statement  of  the  amount  to  be  secured  by  the  debenture  stock  pro- 
posed to  be  issued  must  be  lodged  with  the  Commissioners  of  Inland  Kevenue, 
under  a  penalty  (in  addition  to  the  duty  chargeable  as  already  mentioned) 
of  10  per  cent  on  the  amount  of  the  duty,  and  a  like  sum  for  every  month 
after  the  first  month  during  neglect  or  failure  (Finance  Act  1899,  sec.  8). 

The  contract  between  the  company  and  a  subscriber  to  debenture  stock 
is  completed  by  application  followed  by  allotment.  An  application  is  a 
mere  offer,  and  as  such  may  be  withdrawn  before  acceptance  by  notice  to 
the  company  received  before  a  letter  of  acceptance  or  allotment  has  been 
despatched.  Sometimes  an  allotment  is  made  in  advance,  it  being  left  to 
the  allottee  to  indicate  his  acceptance  or  declinature  either  expressly  or  by 
conduct.  The  stamp  duty  on  a  letter  of  allotment  or  a  letter  of  renuncia- 
tion is  6d.,  unless  relating  to  an  amount  of  less  than  £5  sterling  nominal, 
when  the  duty  will  be  Id.  (Finance  Act  1899,  sec.  9).  Subscribers  will  be 
presumed  to  have  knowledge  of  the  contents  of  the  Memorandum  and 
Articles  of  Association,  as  well  as  of  any  Acts  regulating  the  constitution  of 
the  company.     These  are  generally  stated  in  the  prospectus  to  be  visible  at 
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the  offices  of  the  company,  and  they  may  also  be  inspected  by  any  member 
of  the  public  at  the  office  of  the  Eegistrar  of  Joint  Stock  Companies  in 
Somerset  House.  An  allottee  of  debenture  stock  not  infrequently  has  a  scrip 
certificate  issued  to  him  on  the  amount  payable  on  allotment  being  subscribed. 

Specific  performance  cannot  be  had  against  a  subscriber  making  default, 
the  remedy  being  an  action  for  damages ;  for  which  reason  it  is  convenient 
to  make  the  company's  position  secure  by  requiring  a  fairly  large  deposit 
and  instalment  to  account  on  the  application  and  allotment.  A  would-be 
subscriber,  likewise,  cannot  apart  from  some  particular  undertaking  by  the 
company  sue  for  specific  performance,  and  he  will  not  be  able  to  make  good 
a  claim  for  damages  unless  there  has  been  default  or  unreasonable  delay  in 
returning  what  has  been  paid  to  account.  Should  the  company  become 
insolvent  before  all  the  instalments  are  paid  a  subscriber  will  be  entitled  to 
decline  to  proceed  further  with  his  contract.  Money  advanced  on  a  loan 
made  ultra  vires  of  the  borrower  is  trust  money  to  this  extent,  that  the 
lender  may  obtain  an  injunction  against  any  portion  remaining  unspent 
being  parted  with,  and  also  follow  the  portion  spent  so  long  as  it  can  be 
traced.  Any  irregularities  about  an  issue  of  debentures  cannot  be  made 
use  of  after  being  ratified  by  the  parties  concerned,  but  an  issue  made  ultra 
vires  is  absolutely  bad  and  cannot  be  ratified.  It  is  not  necessarily  an 
irregularity  to  issue  debentures  at  a  discount  or  for  sums  less  than  the 
stated  value. 

Debentures,  and  probably  also  trust  deeds  securing  these,  are,  if  bona 
fide  issued  and  registered  under  the  Companies  Acts,  not  within  the  scope 
of  the  Bills  of  Sale  Acts  1878  and  1882  (41  &  42  Vict.  c.  31  and  45  &  46 
Vict.  c.  43).  But  in  so  far  as  they  relate  to  lands  in  Middlesex  and  Yorkshire 
the  provisions  as  to  registration  of  deeds  in  these  counties  may  have  to  be 
considered.  The  provisions  of  the  Lands  Transfer  Act  1897  (60  &  61  Vict, 
c.  65)  as  to  registration  may  also  sometimes  be  of  importance. 

By  the  Companies  Act  1862  (25  &  26  Vict.  c.  89,  sec.  43)  a  register  of 
all  mortgages  and  charges  affecting  its  property  must  be  kept  by  every 
limited  company  under  the  Act. 

Rights  of  Holders  During  Currency  of  Debentures.  —  The  conditions 
endorsed  on  a  debenture  usually  include  one  permitting  a  specified  majority 
of  debenture  holders  to  sanction  modifications  of  their  rights  by  resolution 
at  a  meeting  or  otherwise.  A  provision  of  this  kind  renders  it  impossible 
for  an  obstinate  minority  to  effectively  oppose  the  interests  of  the  whole 
body.  By  virtue  of  such  a  condition  holders  may  agree  to  allow  the  com- 
pany time  to  make  good  omissions,  or  permission  to  reconstruct  the 
undertaking,  to  reduce  the  rate  of  interest,  to  cancel  arrears,  to  change  the 
security,  etc.  The  prudence  or  wisdom  of  the  course  recommended  will  not 
be  allowed  to  be  questioned  in  Court  so  long  as  there  is  no  doubt  of  the 
power  being  included  in  the  instruments  creating  and  evidencing  the 
securities.  Any  change  sought  to  be  effected  beyond  such  instruments  must 
be  authorised  unanimously  by  all  the  parties  concerned. 

Transfer  of  Debentures. — Debentures  which  are  negotiable  instruments 
may  be  passed  on  to  one  taking  bona  fide  and  for  value  by  mere  delivery. 
Debentures,  the  title  to  which  is  only  complete  upon  registration,  must  be 
transferred  after  the  manner  specified  in  the  conditions  or  in  the  trust  deed. 
Usually  what  is  required  is  an  ordinary  deed  of  transfer  signed  by  transferor 
and  transferee,  and  registered  at  the  company's  office.  Frequently  a  note 
of  the  transfer  is  endorsed  upon  the  debenture  itself.  Where  no  provision 
regulating  the  formalities  of  transfer  exists  the  ordinary  law  will  prevail, 
which  requires  choses  in  action  to  be  assigned  by  writing  with  a  written 
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intimation  of  the  assignment  to  the  holder  of  the  fund  assigned  (Judicature 

Act  1873  (30  vv  37  Vict.  c.  66),  sec.  25  (6)).  In  all  cases  where  registration 
is  necessary  transferees  should  lose  no  time  in  attending  to  this  formality, 
so  that  all  the  privileges  which  follow  thereon  may  attach  to  their  title. 
Where  the  Forged  Transfer  Acts  1891  and  1892  (54  &  55  Vict.  c.  43  and  55  & 
56  Vict.  c.  36)  have  been  adopted,  the  company  will  have  power  to  indemnify 
persons  who  have  suffered  losses  by  reason  of  forged  transfers  or  debentures. 

By  the  Stamp  Act  1891,  schedule  1,  the  stamp  duty  payable  in  respect 
of  a  transfer  or  assignment  of  a  debenture  (except  a  marketable  security)  is 
6d.  per  £100.  In  the  case  of  a  marketable  security  it  is  in  general  10s.  per 
£100,  sales  being  charged  as  conveyances  and  mortgages  as  mortgages. 

In  case  of  bankruptcy,  debentures  will  be  divisible  among  the  creditors 
as  part  of  the  bankrupt's  choses  in  action  (Bankruptcy  Act  1883  (46  &  47 
Vict.  c.  52),  sec.  44). 

In  case  of  death,  debentures  will  pass  both  under  wills  and  in  case  of 
intestacy  as  personal  estate  to  the  executors  and  administrators  respectively. 
Before  the  title  of  the  latter  is  registered  the  probate  or  letters  of  adminis- 
tration, as  the  case  may  be,  should  be  produced  at  the  company's  office  for 
inspection.  In  respect  of  debentures  in  English  companies,  part  of  the 
estate  of  a  foreigner  deceased,  probate  or  administration  should  be  taken  out 
in  this  country  (cp.  the  Colonial  Probate  Act  1892  (55  Vict.  c.  6)). 

Payment  of  Debentures. — The  time  for  this  may  be  stated  in  the  deben- 
ture to  be  either  on  a  date  certain,  or  earlier  in  cases  specified  in  the 
conditions,  e.g.  default  or  winding  up ;  or  on  the  expiration  of  a  fixed  term 
of  years,  e.g.  ten,  twelve,  twenty-one,  etc.,  years  from  issue,  or  earlier,  as 
aforesaid ;  or,  as  in  the  case  of  perpetual  or  permanent  debentures,  only 
in  case  of  default  or  a  winding-up  order ;  or  when  drawn  for  redemption ; 
or  on  demand,  or  so  many  days  after  demand.  In  all  cases  the  conditions 
of  the  issue  must  be  regarded.  Sometimes  a  premium  or  bonus  is  declared 
to  be  payable  by  way  of  compensation  in  the  event  of  a  voluntary  winding- 
up  or  other  earlier  payment.  In  the  absence  of  a  condition  permitting  the 
company  to  pay  off  one  of  a  series  of  debentures  it  is  doubtful  whether  this 
can  be  done ;  if  the  security  of  the  remaining  debentures  is  endangered, 
however,  the  holders  of  the  latter  are  undoubtedly  entitled  to  object. 

Remedies  of  Debenture  Holders. — A  subscriber  will  be  entitled  to  reject 
his  bargain  and  claim  damages  where  debentures  have  been  issued  ultra 
vires,  or  where  the  directors  have  been  guilty  of  misrepresentations  in 
essential  matters,  or  of  improper  concealment  of  facts  which  ought  to  have 
been  brought  to  the  notice  of  subscribers.  In  such  cases  directors  may 
sometimes  even  be  personally  liable.  On  a  debenture  properly  issued, 
however,  there  can  be  no  such  personal  liability  apart  from  express  under- 
taking on  the  directors'  part. 

How  far  a  company  has  power  to  issue  debentures  contemporaneously 
with  or  subsequent  to  other  issues  pari  passu  with  or  in  preference  to  such 
issues  has  been  much  debated.  It  must  be  an  implied  condition  that  the 
company  in  making  an  issue  shall  do  nothing  in  fraud  of  the  rights  of  those 
who  take  it  up.  If,  therefore,  there  is  no  express  reservation  of  power  to 
make  further  issues  as  just  mentioned  great  caution  will  have  to  be  exer- 
cised. Apart  from  agreement  or  other  sufficient  grounds  for  deciding  as  to 
priority,  the  rule  will  be  qui  prior  est  tempore  potior  est  jure.  So  prima 
facie  issues  of  debentures  will  rank  in  their  order,  and  as  between  debenture 
holders  priority  on  the  register  will  be  the  guiding  rule.  If  a  different 
ranking  is  to  prevail  it  must  be  expressly  stipulated  with  all  concerned.  It 
will  be  a  question  of  fact  what  debentures  form  part  of  the  same  issue  or 
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rank  pari  passu.    The  priority  given  by  time  may  be  lost  by  a  holder  through 
negligence  or  fraud  on  his  part  operating  by  way  of  estoppel,  or  through  the 
creation  of  subsequent  charges  in  favour  of  persons  taking  for  value  and 
without  notice  of  the  prior  charge.     Notice,  actual  or  constructive,  is  often 
important,  e.g.  where  debentures  are  secured  upon  choses  in  action,  such  a/ 
book  debts  and  the  like,  the  debenture  holders  may  lose  priority  througly 
neglecting  to  give  timeous  notice  to  the  debtors,  and  allowing  another  I 
incumbrancer,  without  notice  of  the  existence  of  the  debentures,  to  take  \ 
foremost  place  by  giving  such  notice  first.     It  should  be  noticed  that  where  \ 
equities  are  equal  in  other  respects  than  time  a  debenture  holder  may  cause , 
the  right  of  a  fellow-holder  to  be  postponed  to  him  by  obtaining  the  lega  j 
estate  or  the  best  right  to  call  for  it  from  some  prior  incumbrancer  (i.e.  by 
the  process  known  in  law  as  "  tacking  ").     Debentures  not  secured  by  charge 
have  no  priority  over  other  unsecured  debts,  but  if  under  seal  will  rank  as 
specialty  debts. 

Unsecured  debenture  holders  can  do  little  without  the  aid  of  the  Court, 
and  with  that  aid  can  gain  no  special  priority.  Even  secured  debenture 
holders  bringing  actions  and  recovering  judgment  may  be  restrained  from 
proceeding  further  by  fellow-holders  having  an  equal  interest.  Secured 
debenture  holders  are,  however,  in  a  better  position  than  unsecured  holders 
in  this  respect,  that  they  can  either  appoint  a  receiver  and  sell  the  mort- 
gaged property  under  the  provisions  of  the  debentures  and  trust  deed,  or 
exercise  the  powers  of  sale  conferred  by  the  Conveyancing  Act .  1881 
(44  &  45  Vict.  c.  41),  sees.  19  and  20.  A  receiver  appointed  as  just 
mentioned  derives  his  authority  from  those  appointing  him,  and  is  not  an 
officer  of  Court,  as  is  a  receiver  appointed  by  the  Court.  Should  a  winding 
up  under  supervision  of  the  Court  afterwards  take  place,  he  may  be  per- 
mitted to  act  along  with  the  liquidator  appointed  by  the  Court,  and  receive 
from  the  latter  the  mortgaged  property  for  distribution  among  those  whom 
he  represents.  If  he  fails  to  exercise  his  duties  properly  in  the  interests  of 
the  debenture  holders  he  may  be  superseded  by  the  Court  on  the  applica- 
tion of  one  or  more  of  those  interested.  As  a  trustee  he  must  not  reap  any 
other  personal  advantage  than  may  be  allowed  by  the  trust  deed, 

The  Court  may  be  asked  to  appoint  a  receiver  whenever  such  an 
appointment  will  be  in  the  interests  of  both  the  debenture  holders  and  the 
company,  e.g.  where  interest  is  in  arrear,  or  the  security  is  endangered,  or 
insolvency  seems  imminent.  The  appointment  may  be  made  ex  parte,  but 
is  usually  made  on  motion.  A  receiver  so  appointed  has  all  the  privileges 
of  an  officer  of  Court.  In  most  cases  a  chartered  accountant  is  appointed, 
though  occasionally  some  other  fit  person  connected  or  unconnected  with 
the  company  is  nominated.  If  a  liquidator  is  already  in  existence  the 
duties  of  receiver  will  generally  devolve  upon  him.  The  scope  of  the 
receiver's  duties  will  depend  upon  the  order  made  and  the  circumstances  of 
the  case.  He  should  generally  take  possession  of  and  protect  the  mortgaged 
property,  doing  all  that  a  prudent  man  would  do  to  keep  it  intact, 
employing  bailiffs  and  agents,  and  bringing  actions  as  may  be  necessary, 
but  he  has  no  power  to  carry  on  the  business  unless  he  has  been  appointed 
manager.  His  remuneration  will  be  as  fixed,  and  he  is  entitled  to  be 
indemnified  for  his  expenses  out  of  the  estate,  while  on  the  other  hand 
he  will  be  responsible  to  the  creditors  if  he  is  guilty  of  negligence.  If 
he  is  required  to  find  security  creditors  will  find  themselves  further  pro- 
tected. 

If  a  winding-up  order  is  desirable,  a  debenture  holder  may  petition  in 
the  circumstances  stated  in  sec.  79  of  the  Companies  Act  1862.     After  an 
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order  has  been  granted  he  may  either  (1)  prove  for  his  debt  on  surrendering 
his  security  ;  or  (2)  prove  for  the  balance  remaining  due  after  credit  has 
been  given  for  the  value  of  the  security ;  or  (3)  rely  simpliciter  upon  his 
security  (Bankruptcy  Act  1883,  schedule  ii.  9-17).  His  claim  will  have 
priority  over  the  claims  of  all  inferior  creditors  however  beneficial  to  the 
Company  the  debts  incurred  to  the  latter  may  have  been.  Should  the 
liquidator  refuse  the  claim  of  a  debenture  holder  the  remedies  of  the  latter 
are :  (1)  to  request  the  liquidator  to  apply  to  the  Court  under  sec.  138  of 
the  Companies  Act  1862,  to  determine  the  claim ;  or,  if  the  liquidator 
declines  to  act,  (2)  to  petition  for  a  compulsory  winding  up  under  sec.  145 
")f  the  Act,  or  for  a  supervision  order,  or  for  removal  of  the  liquidator ;  or 
v3)  to  bring  an  action  of  damages  against  the  liquidator  in  respect  of  his 
misconduct. 

Books  for  Reference. — Palmer's  Company  Precedents,  8th  edition,  Part  iii. 
("Debentures  and  Debenture  Stock"),  1900. — Simonson  on  Debentures,  3rd  edition,  1902. — 
Buckley  on  The  Companies  Acts,  8th  edition,  1902. — Williams  on  Bankruptcy,  7th  edition, 

1898,  John  E.  M'Ilraith. 

Debit. — The  debtor  or  debit  side  of  an  account  is  the  left  side,  and 
is  so  called  from  debts  being  entered  on  that  side.  The  word  also  denotes 
the  entries  made  on  the  debit  side.     (See  "  Book-Keeping.") 

Debit  Note. — When  goods  are  returned  to  the  seller  owing  to 
some  imperfection,  or  where  an  overcharge  has  been  made,  it  is  usual  for 
the  purchaser  to  send  a  debit  note  or  invoice  to  the  seller,  who,  in  return, 
if  everything  is  in  order,  sends  back  a  credit  note.  In  form  the  debit  note 
is  similar  to  an  invoice,  but  has  "  debit  note  "  printed  or  written  upon  it, 
and  is  usually  printed  in  red  ink  to  distinguish  it  from  an  ordinary  in- 
voice. 

Debt. — A  debt  is  an  obligation  to  pay  a  sum.  As  a  general  rule 
debts  do  not  carry  interest.  The  obligation  to  pay  interest  arises  only  (1) 
by  agreement;  (2)  by  mercantile  usage;  (3)  by  statute.  As  to  ranking 
of  debts,  see  "Bankruptcy  (England)";  "Bankruptcy  (Scotland)"; 
"  Executors  and  Administrators." 

Decimal  Weights,  Measures,  and  Money.—  For  the 

conduct  of  business  in  all  highly-organised  communities  fixed  and  definite 
measures  of  length,  area,  and  content,  of  weight  and  of  value  are  absolutely 
necessary.  In  all  places  where  the  mode  of  traffic  has  advanced  beyond 
barter  it  has  been  found  that  certain  definite  units  or  standards  of  weights 
and  measures  come  into  general  use.  As  civilisation  advances  and  people 
associate  in  communities  local  governing  bodies  have  established  by 
authority  certain  standards  (usually  selected  from  those  in  use)  whereby  to 
ascertain  and  compare  the  quantities  by  weight  or  measure  of  things  which 
form  the  object  of  purchase  or  sale. 

Commonly  separate  and  distinct  standards  were  used  in  different  trades 
or  for  different  commodities,  certain  articles  being  weighed  by  one  set  of 
weights  and  other  articles  by  another  set,  and  the  customary  unit  weight 
for  one  class  of  goods  might  differ  from  that  for  another,  and  again  the 
customary  unit  might  be  different  in  the  wholesale  and  retail  trades.  The 
fixing  of  the  standards  locally  resulted  in  a  want  of  uniformity  throughout 
the  different  localities.      As  intercourse  became  general  such  differences 
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proved  very  inconvenient.     They  were  often  persisted  in  notwithstanding 
legislation  directed  to  secure  uniformity. 

,  The  selection  of  the  standard  units  for  use  in  separate  places  and  for 
specific  classes  of  articles,  and  for  larger  or  smaller  quantities  of  one 
particular  article,  was  the  outcome  of  the  customary  practice  of  smaller  or 
larger  aggregates  of  individuals  living  under  widely  different  conditions 
with  regard  to  articles  many  of  which  were  in  themselves  subject  to  great 
variations  in  density  and  size.  Sometimes  the  standards  were  determined 
by  reference  to  variable  natural  dimensions,  such  as  parts  of  the  human 
body,  and  the  relations  of  the  larger  and  smaller  dimensions  were  fixed 
with  reference  to  the  proportions  of  such  parts  relatively  to  one  another. 
In  some  cases  the  custom  of  binary  subdivisions  gives  rise  to  rests  at  the 
half,  quarter,  eighth,  or  sixteenth  parts ;  in  other  cases  the  subdivisions 
were  by  12,  and  sometimes,  as  in  the  British  lineal  and  square  measure,  the 
gradations  are  highly  complex.  It  necessarily  followed  that  the  standard 
units  thus  adopted,  and  the  multiples  and  divisions  thereof,  varied  as  the 
language  in  use  in  different  places  varies. 

In  a  similar  way  the  money  used  for  comparing  the  values  of  definite 
quantities  varied  in  different  places. 

The  advantages  of  the  determination  of  the  standards  of  weight,  measures, 
and  money  by  Government,  and  the  securing  of  uniformity,  are  generally 
recognised. 

Each  country,  as  civilisation  progressed,  has  aimed  at  securing  the 
uniformity  of  the  weights,  measures,  and  money  in  use  within  its  borders ; 
and  as  the  intercourse  of  nations  with  one  another  has  increased,  and  the 
commercial  relations  of  the  peoples  of  the  world  have  become  intimate,  the 
same  reasons  which  dictated  uniformity  of  standards  in  each  require  the 
various  countries  to  adopt  one  uniform  system  in  all.  Scientists  and 
traders  alike  concur  in  the  efforts  to  bring  about  the  exclusive  use  of  one 
system  throughout  all  countries. 

In  most  countries  the  weights,  measures,  and  money  in  use  had  their 
origin  in  the  remote  past,  before  the  use  of  the  decimal  system  of  numera- 
tion had  become  customary.  If  a  new  community  using  decimal  numera- 
tion, and  entirely  free  from  bias  on  the  questions  of  its  weights,  measures, 
and  money,  were  to  institute  an  independent  inquiry  as  to  the  multiples 
and  divisions  to  be  used  in  expressing  the  several  steps  in  weights,  measures, 
and  money,  it  is  difficult  to  conceive  that  any  other  than  a  decimal  scale 
would  be  applied.  It  seems  unnecessary  to  consider  here  what  would  be 
the  result  of  such  an  inquiry  if  the  case  were  assumed  of  a  world  the  in- 
habitants of  which  had  not  a  decimal  system  of  reckoning.  It  is  only 
needful  to  mention  that  the  view  has  been  from  time  to  time  stated  that  12 
is  a  better  basis  for  a  scale  of  notation  than  10,  because  12  contains  a 
larger  number  of  factors,  and  lends  itself,  therefore,  to  more  extensive  sub- 
division. 

The  prevailing  use  throughout  the  world  of  a  decimal  system  of  reckon- 
ing has  probably  to  do  with  the  use  of  the  10  fingers  in  counting. 

The  Arabic  numerals  are  now  widely  used  throughout  the  world.  These 
figures  seem  to  have  been  introduced  from  India  to  Arabia,  and  thence  at 
the  end  of  the  tenth  century  into  Europe.  Their  use  in  calendars  in  Britain 
seems  to  have  dated  from  the  fifteenth  century,  but  their  general  use  by 
British  accountants  in  bookkeeping  is  of  more  recent  date. 

The  new  feature  in  the  method  of  expressing  numbers  in  writing  by 
means  of  the  Arabic  signs  decimally  arranged  consisted  in  assigning  to  each 
figure  a  different  and  definite  meaning  according  to  its  position.     Placed 
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alone,  a  figure  represented  so  many  units,  and  figures  placed  on  the  left  of 
the  units  represented  an  increase  tenfold  by  every  step  the  digits  were 
removed  to  the  left  hand  of  the  units  figure.  The  use  of  decimal  fractions 
was  the  natural  outcome  of  this  arrangement,  figures  placed  on  the  right 
hand  of  the  units  being  made  to  represent  tenths,  hundredths,  thousandths, 
and  so  on.  In  this  way  permutations  of  ten  different  characters  sufficed  to 
represent  all  numbers,  integral  or  fractional.  The  perfect  simplicity  of  this 
arrangement  is  applicable  in  its  entirety  to  express  quantities  in  weights, 
measures,  and  money  as  well  as  abstract  numbers.  It  is  only  necessary  to  de- 
termine the  units  of  weight,  measure,  and  value,  and  to  furnish  standards,  and 
distribute  them  and  make  them  generally  known.  When  that  is  done,  figures 
representing  weights  will  express  clearly,  to  every  one  adopting  the  same 
signs  for  numeration  and  the  same  standard  unit,  precisely  the  same  amount. 
The  language  used  to  express  numbers  in  words  may  be  different  in  the 
various  countries,  but  the  idea  conveyed  by  the  written  expression  would 
be  absolutely  the  same.  This  is  true  at  present  of  all  countries  using  the 
Arabic  system  to  express  abstract  numbers,  and  if  the  same  units  of  weight, 
measure,  and  money  were  adopted  throughout  the  world  the  figures  used  to 
express  weight,  measure,  or  money  would  convey  the  same  idea  in  all 
places,  and  to  every  individual  who  was  acquainted  with  the  signs  for  the 
Arabic  numerals  and  had  learned  the  standard  units  of  weight,  measure, 
and  money. 

In  order  to  obtain  the  full  benefit  of  the  introduction  of  the  decimal 
Arabic  system  it  is  necessary  that  the  same  standard  units  of  weight, 
measure,  and  money  should  be  adopted  by  all  the  peoples  of  the  world  who 
have  intercourse  one  with  another. 

It  was  with  this  object  in  view  that  the  metric  system  of  weights  and 
measures  was  devised,  and  the  object  has  not  yet  been  attained,  mainly  on 
account  of  the  delay  in  adopting  that  system  on  the  part  of  the  peoples  of 
the  British  and  Russian  empires  and  the  United  States  of  America. 

Two  further  steps  would  be  necessary  to  bring  the  chief  civilised 
countries  of  the  world  into  line  in  expressing  abstract  numbers  and  weights, 
measures  and  money,  namely :  (1)  That  all  should  adopt  the  same  words 
as  well  as  the  same  signs  in  expressing  numbers,  and  the  same  names  to  in- 
dicate the  standard  units,  their  multiples  and  subdivisions ;  and  (2)  that 
all  countries  should  adopt  the  same  unit  of  value. 

1.  Most  of  the  countries  which  have  adopted  the  metric  system  of 
weights  and  measures  have  accepted  and  use  the  names  used  in  France, 
though  a  long  time  elapsed  before  they  were  generally  accepted.  In  the 
words  of  John  Quincy  Adams,  in  his  report  to  the  American  Senate  in  1821, 
these  were :  "  The  metre,  the  gramme,  the  are,  the  litre,  and  the  stere.  To 
express  the  multiples  of  these  units  the  Greek  words  denominating  ten 
(deka),  a  hundred  (hecto),  a  thousand  (kilo),  and  ten  thousand  (myria)  were 
prefixed  as  additional  syllables ;  while  their  tenth  (deci),  hundredth  (centi), 
and  thousandth  (milli)  parts  were  denoted  by  similar  prefixed  syllables  from 
the  Latin  language.  .  .  .  The  theory  of  this  nomenclature  is  perfectly  simple 
and  beautiful.  Twelve  new  words,  five  of  which  denote  the  things  and 
seven  the  numbers,  include  the  whole  system  of  metrology,  give  distinct  and 
significant  names  to  every  weight,  measure,  multiple,  and  subdivision  of  the 
whole  system ;  discard  the  worst  of  all  the  sources  of  error  and  confusion 
in  weights  and  measures,  the  application  of  the  same  name  to  different 
things,  and  keep  constantly  present  to  the  mind  the  principle  of  decimal 
arithmetic,  which  combines  all  the  weights  and  measures,  the  proportion  of 
each  weight  or  measure  with  all  its  multiples  and  divisions,  and  the  chain 
vol.  ii  22 
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of  uniformity  which  connects  together  the  profoundest  researches  of  science 
with  the  most  accomplished  labours  of  art,  and  the  daily  occupations  and 
wants  of  domestic  life  in  all  classes  and  conditions  of  society." 

2.  There  is  no  such  unanimity  existing  at  present  as  to  the  money  in 
use  in  different  countries.  Although  most  countries  of  the  world,  including 
the  United  States,  Russia,  and  some  parts  of  the  British  Empire,  as  well  as 
all  metric-using  countries,  and  China  and  Japan,  have  decimal  systems  of 
currency,  yet  the  units  employed  vary.  Among  these  the  following  units 
predominate :  the  franc  in  France,  Belgium,  and  Switzerland,  and  a 
similar  unit  under  different  names  in  Italy,  Spain,  Greece,  Bulgaria,  Servia, 
Roumania,  and  Finland;  the  mark  in  Germany;  the  krone  in  Norway, 
Sweden,  and  Denmark ;  the  florin  in  Austria  and  Holland ;  the  rouble  in 
Russia;  the  dollar  or  peso  in  America  and  in  the  Eastern  trade;  the 
milreis  in  Portugal ;  the  Egyptian  and  Turkish  pounds,  the  Chinese  tael, 
and  Japanese  yen. 

Towards  the  end  of  the  eighteenth  century  great  intellectual  activity 
prevailed.  In  France  the  great  philosophers  of  that  time  had  awakened 
a  keen  interest  in  mathematical  problems,  and  in  Britain  James  Watt  (in 
the  year  1788)  was  engaged  in  correspondence  with  a  view  to  the  adoption 
among  scientific  men  of  the  use  of  certain  standards  decimally  divided  in 
recording  and  communicating  their  results. 

In  1790  a  decree  was  passed  in  the  French  National  Assembly,  and 
sanctioned  by  Louis  XVI.,  relative  to  the  means  of  establishing  uniformity 
in  weights  and  measures.  Britain  was  invited  by  France  to  co-operate  in 
this,  but  the  invitation  was  not  accepted. 

Following  upon  this  Act  of  the  French  Legislature  a  commission  of 
experts  was  appointed,  and  reported  on  19th  March  1791  upon  the  three 
suggested  elements  for  determining  a  unit  measure  of  length : — 

1.  The  length  of  a  pendulum  beating  seconds. 

2.  The  quadrant  of  the  equator. 

3.  The  quarter  of  the  meridian. 

The  first  was  discarded  because  it  introduced  a  heterogeneous  element, 
time ;  the  second,  on  account  of  the  difficulties  which  its  exact  determina- 
tion presented;  and  they  chose,  as  the  foundation  for  the  calculation  of 
the  unit  of  length,  the  quarter  of  the  meridian,  because  they  thought  it 
susceptible  of  more  accurate  measurement. 

This  point  of  view  was  adopted,  and  the  law  of  30th  March  1791 
sanctioned  the  choice  of  a  unit  which  had  nothing  arbitrary  about  it,  and 
had  no  reference  to  any  particular  time  or  place  or  people,  but  which  was 
well  fitted  to  become  a  universal  standard  fulfilling  the  object  of  providing 
definite  absolute  weights  and  measures,  not  only  for  France,  but  for  the 
whole  world. 

The  method  conceived  for  carrying  this  out  was  to  establish  a  natural 
and  invariable  standard  of  measurement,  by  taking  a  part  of  the  meridian 
for  the  unit  of  length,  and  by  deriving  from  it  the  unit  of  weight  by  the 
use  of  a  quantity  of  distilled  water  at  a  certain  temperature.  Other  dimen- 
sions were  obtained  from  these  units  by  the  application  of  the  decimal 
system  of  numeration,  the  units  being  multiplied  by  ten  or  divided  by  ten 
to  infinity. 

The  fixing  of  the  unit  of  length  was  entrusted  to  Delambre  and  Mechain, 
who  measured  the  arc  of  the  meridian  passing  through  Paris,  and  ascer- 
tained the  length  of  the  quadrant  of  the  meridian — that  is,  the  distance 
from  pole  to  equator.      One  ten-millionth  part  of  this  quadrant  of  the 
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meridian  was  taken  as  the  unit  of  linear  measurement,  and  denominated 
"  metre."  An  international  committee,  assembled  on  the  invitation  of  the 
French  Government  to  determine  the  metre,  definitely  reported  on  22nd 
June  1799,  and  submitted  the  platinum  rod  which  is  preserved  as  the 
original  metre.  Although  it  has  since  been  found  that  this  metre  is  not 
precisely  the  ten-millionth  part  of  the  quadrant  of  the  meridian,  yet  it  may 
safely  be  relied  on  as  the  standard,  because  exact  reproductions  of  it  have 
been  multiplied  and  deposited  in  the  custody  of  various  authorities, 
including  the  British  Board  of  Trade.  Its  length  has  also  been  compared 
with  the  pendulum  beating  seconds,  and  with  other  permanent  standards. 

The  British  imperial  standards,  as  now  by  law  established,  are  two  only — 
the  yard,  which  is  defined  as  the  length  between  two  points  on  a  bar  of  metal ; 
and  the  pound,  which  is  the  weight  of  a  piece  of  platinum  deposited  with 
the  Board  of  Trade. 

The  metric  standards  recognised  in  Britain  in  1864,  and  authorised  to 
be  used  for  all  purposes  in  trade  in  1897,  were  derived  from  the  iridio- 
platinum  linear  standard  metre  and  iridio-platinum  standard  kilogram 
deposited  with  the  Board  of  Trade. 

The  measure  of  capacity  is  derived  from  the  metre  by  constructing  a 
cube  on  the  tenth  part  of  the  metre,  which  is  the  cubic  decimetre,  and  its 
content  is  called  litre.  The  litre  is  the  unit  measure  of  capacity  in  the 
metric  system.  The  cubic  metre  contains  1000  litres,  and  is  called  the 
stere. 

The  unit  weight  is  the  gram.  It  is  the  weight  of  water  at  its  greatest 
density  that  would  be  contained  in  the  cube  on  the  hundredth  part  of  the 
metre.     The  water  contained  in  a  litre  wTeighs  1000  grams. 

The  surface  measure  has  for  unit  the  are,  which  is  100  square  metres,  or 
the  square  of  ten  metres.  The  hectare,  or  100  ares,  is  the  common  measure 
for  describing  the  area  of  land. 

The  number  of  actual  weights  or  measures  required  for  the  operations 
of  weighing  or  measuring  in  the  metric  system  is  dependent  solely  on  the 
magnitude  of  the  transaction.  Each  decimal  place  required  has  its 
appropriate  weight  or  measure,  and  in  addition  each  of  these  has  its  half 
and  double.     That  gives  for  the  weights  up  to  10  units  or  grams, 

1  gram. 

2  „      in  duplicate. 


10 

>! 

With  these  the 

following  weights  can  be  ascertained  : — 
l 

2 
3  = 

=  2  +  1 

4  = 

=  2  +  2 

5 

6  = 

=  5  +  1 

7  = 

=  5  +  2 

8  = 

=  5  +  2  +  1 

9  = 

=  5  +  2  +  2 

10 

Four  grams  could  also  be  obtained  by  5  -  1,  8  by  10  -  2,  and  9  by  10-1. 

When  the  metric  system  is  used  reduction  simply  consists  in  moving 
the  decimal  points.     For  example  : — 

3  253647  kilometres. 

3253  647  metres. 

325364 '7  centimetres. 

3253647  millimetres. 
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All  calculations  would  be  performed  by  the  simple  arithmetical  rules. 

The  large  amount  of  time  spent  in  learning  and  teaching  the  complicated 
tables  of  weights  and  measures  hitherto  used  in  the  British  Empire,  and  in 
making  computations  according  to  the  compouncj  rules,  would  be  saved. 

Instead  of  the  variety  of  ready  reckoners  now  used  tables  of  products 
of  simple  multiplication  would  be  used,  and  arithmometers  or  other 
mechanical  computers  could  be  employed,  and  logarithms  and  the  slide 
rule  could  be  easily  applied  to  facilitate  the  making  and  checking  of 
calculations,  and  would  come  into  general  use. 

The  use  of  the  metric  system  of  weights  and  measures  admits  of  the 
immediate  determination  approximately  : — 

(1)  Of  the  specific  gravity  of  any  substance,  the  weight  and  volume  of 
which  are  known. 

Divide  the  weight  in  grams  by  the  volume  in  cubic  centimetres. 

Let  W  be  the  weight  in  grams. 
„    V       „      volume  in  cubic  centimetres. 
„    G        „      the  specific  gravity. 

The  equation  is  W  =  VG. 

Contrast  this  with  the  mode  of  ascertaining  W  the  weight  in  pounds 
avoirdupois,  of  V  the  volume  in  cubic  inches  of  a  body  whose  specific 
gravity  is  G, 

277274 

Because  27'7274  cubic  inches  of  distilled  water  (at  60°  F.  or  15'5C  C.) 
weighs  1  lb. 

(2)  Of  the  volume  of  any  substance  if  the  weight  and  specific  gravity 
are  known. 

Divide  the  weight  in  grams  by  the  specific  gravity,  and  the  result 
is  the  volume  in  cubic  centimetres. 

(3)  Of  the  weight  of  a  given  volume  of  any  substance  o'f  which  the 
specific  gravity  is  known. 

Multiply  the  volume  in  cubic  centimetres  by  the  specific  gravity, 
and  the  result  is  the  weight  in  grams. 

The  results  thus  obtained  are  only  approximately  accurate,  because  the 
ascertainment  of  the  metric  capacity  unit  and  the  adjustment  of  vessels 
for  determining  specific  gravities  are  not  conducted  at  one  and  the  same 
temperature.  The  litre  is  defined  with  reference  to  the  kilogram  weight 
of  water  at  4°  C.  contained  in  the  vessel  at  0°  C.  The  figures  indicating 
specific  gravities  are  quotients  obtained  by  dividing  in  each  instance  the 
weight  of  the  solid  or  liquid  by  the  weight  of  an  equal  bulk  of  water,  both 
taken  at  60°  F.  (15-5°  C.) 

A  great  advantage  of  the  nomenclature  of  the  metric  system  is  that  it 
is  perfectly  symmetrical,  and  there  is  no  ambiguity  about  it  such  as  exists 
in  systems  like  the  British  weights  and  measures,  where  the  word  foot  may 
mean  a  lineal  foot,  or  a  superficial  foot,  or  a  cubic  foot,  and  dram,  ounce,  and 
pound  may  mean  quantities  varying  according  to  the  kind  of  commodity 
which  is  being  weighed. 

The  use  of  the  metric  system  by  no  means  limits  the  scope  of  the  use 
of  vulgar  fractions,  nor  does  it  prevent  the  use  of  "  short  cuts  "  in  calcula- 
tion. For  instance,  if  it  be  required  to  multiply  575  by  99*5  it  would  be 
permissible  to  multiply  by  100  and  deduct  the  half  of  the  575.     The 
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difficulty  in  placing  the  decimal  point  and  the  possibility  of  mistake  in  the 
use  of  it  has  been  greatly  exaggerated.  There  is  considerable  care  necessary 
in  the  use  of  the  signs  commonly  adopted  in  all  systems  of  weights  and 
measures.  For  example,  if  one  foot  one  inch  be  written  in  the  usual  way 
r  1",  there  is  a  possibility  of  a  doubt  arising  as  to  whether  11  or  13  inches 
is  meant.  If  the  signs  are  imperfectly  written,  a  mistake  of  that  kind  is 
more  likely  to  happen  than  a  mistake  in  the  placing  of  a  decimal  point 
which  implies  a  difference  of  ten  times  the  quantity. 

In  metric-using  countries  it  is  quite  customary  to  sell  goods  by  the  half 
kilo,  or  500  grammes.  In  the  British  system  an  ounce  troy  is  divided 
decimally,  and  in  America  a  ton  of  2000  pounds,  instead  of  2240,  is  commonly 
used.     It  is  permissible  at  present  to  use  the  cental  or  100  pounds. 

HISTORY   OF   THE  DECIMAL   QUESTION   IN   THE   BRITISH   PARLIAMENT 

The  question  may  be  considered  as  to  weights  and  measures  on 
the  one  hand  and  as  to  money  on  the  other,  because  as  to  the 
former  all  the  civilised  countries  of  the  world,  except  the  United 
States,  Bussia,  China,  and  Britain,  its  colonies  and  dependencies,  have 
already  adopted  the  metric  decimal  system  of  weights  and  measures, 
and  there  is  thus  no  choice  open  except  the  adoption  of  the  metric 
system,  or  decimalising  on  one  of  the  present  units;  while  as  to  the 
latter,  though  all  countries,  including  some  British  colonies,  the  United 
States,  Bussia,  and  China  have  a  decimal  system  of  money,  there  is  no 
system  of  money  which  can  lay  claim  to  being  an  international  system 
in  the  way  that  the  metric  system  holds  the  field  in  the  matter  of  weights 
and  measures. 

1.  As  to  Weights  and  Measures. — A  Boyal  Commission,  appointed  by 
the  British  Government  in  1816  to  consider  how  far  it  might  be  practic- 
able or  advisable  to  establish  a  more  uniform  system  of  weights  and 
measures,  had  under  consideration  the  advantages  of  the  decimal  sub- 
division. 

They  reported  that  it  might  be  preferred  by  some  persons  for  making 
calculations.  But  the  power  of  expressing  a  third,  a  fourth,  and  a  sixth  of 
a  foot  in  inches,  without  a  fraction,  is  a  peculiar  advantage  in  the  duo- 
decimal scale,  and  for  the  operations  of  weighing,  and  of  measuring 
capacities,  the  continual  division  by  two  renders  it  practicable  to  make  up 
any  given  quantity  with  the  smallest  possible  number  of  standard  weights 
or  measures,  and  it  is  far  preferable  in  this  respect  to  any  decimal 
scale. 

Opinion  on  these  matters  has  been  progressive,  and  a  distinct  advance 
is  noticeable  in  the  report  of  the  Commissioners  for  the  Bestoration  of  the 
Standards  of  Weights  and  Measures  in  1840,  where  it  is  stated : — "  In  our 
opinion  the  scale  of  binary  subdivision  is  well  adapted  to  the  small  retail 
transactions,  which  seldom  become  the  subject  of  written  accounts,  and 
which  constitute  a  large  part  of  the  daily  transactions  in  every  country. 
The  decimal  system,  however,  appears  to  us  to  be  far  the  most  convenient 
for  all  transactions  which  become  the  subject  of  written  accounts,  and  for 
all  transactions  of  whatever  kind  in  which  a  great  number  of  weights  and 
measures  are  combined  by  addition  or  multiplication."  These  Commis- 
sioners reported  in  favour  of  expressing  measures  of  length  in  yards  and 
decimal  parts  of  a  yard,  and  surface  measure  in  acres  and  decimals  of  an 
acre. 

The  gradual  adoption  of  the  metric  system  in  various  countries  and 
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the  experience  of  it  gained  in  foreign  travel  affected  public  opinion  in 
Britain,  and  in  1862  the  select  committee  appointed  to  inquire  as  to  the 
practicability  of  adopting  a  single  and  uniform  system  of  weights  and 
measures,  with  a  view  not  only  to  the  benefit  of  the  home  trade,  but 
to  facilitate  the  trade  and  intercourse  with  foreign  countries,  reported 
strongly  in  favour  of  the  metric  system,  stating  their  opinion  "  that  a 
decimal  system  of  money  should,  as  nearly  as  possible,  accompany  a 
decimal  system  of  weights  and  measures,"  so  as  to  obtain  the  greatest 
advantage.  "  It  would  involve  almost  as  much  difficulty  to  create  a 
special  decimal  system  of  our  own  as  simply  to  adopt  the  metric  decimal 
system  in  common  with  other  nations.  And  if  we  did  so  create  a  special 
national  system  we  should  in  all  likelihood  have  to  change  it  again  in  a  few 
years,  as  the  commerce  and  intercourse  between  nations  increased  into  an 
international  one." 

The  committee  recommended  that  the  metric  system  should  be 
rendered  legal,  that  the  Government  should  sanction  its  use  in  levying 
customs  duties  and  in  public  contracts,  that  the  gram  should  be  used  as  a 
weight  for  foreign  letters  and  books  at  the  post  office,  that  in  the  public 
statistics  of  the  country  quantities  should  be  expressed  in  terms  of  the 
metric  system,  that  in  private  bills  the  use  of  such  system  should 
be  allowed,  and  that  the  same  should  be  taught  in  all  schools  receiving 
grants  of  public  money. 

Bills  were  introduced  in  Parliament  in  1863  and  1864,  and  read  a 
second  time  by  large  majorities,  for  the  establishment  of  the  metric 
system,  and  the  Government,  which  had  hitherto  resisted  the  change, 
consented  to  the  passing  of  a  permissive  measure. 

The  use  of  the  metric  system  was  first  legalised  in  Britain  in  1864  by 
the  "Weights  and  Measures  (Metric  System)  Act  1864.  This  Act  contains 
a  schedule  giving  the  British  equivalents  of  the  metric  denominations. 

The  Weights  and  Measures  Act  of  1878  also  contains  tables  for  con- 
version of  the  British  imperial  standards  into  metric  equivalents.  Under 
the  Act  of  1889  the  Board  of  Trade  may  furnish  copies  of  metric  stan- 
dards to  the  Inspectors  of  Weights  and  Measures  for  verification. 

On  13th  February  1895  a  select  committee  was  appointed  by  the  House 
of  Commons  "  to  inquire  whether  any  and  what  changes  in  the  present 
system  of  weights  and  measures  should  be  adopted." 

After  hearing  evidence  from  witnesses  representing  many  different 
interests  (1)  official,  (2)  commercial,  (3)  manufacturing,  (4)  trade,  (5)  edu- 
cational, (6)  professional,  the  committee  found  that  almost  all  the  witnesses 
expressed  a  strong  opinion  as  to  the  complicated  and  unsatisfactory 
condition  of  our  present  weights  and  measures,  and  of  the  distinct  and 
serious  drawback  to  our  commerce,  especially  our  foreign  trade,  which  this 
system  entails,  differing  as  it  does  from  the  system  (metrical)  now  adopted 
by  every  European  nation  except  ourselves  and  Eussia,  as  well  as  by  far 
the  majority  of  non-European  nations  with  which  this  kingdom  trades. 

Not  only  is  our  foreign  trade  in  every  branch  seriously  handicapped, 
but  the  home  trade  would  be  benefited  if  more  simple  and  uniform  stan- 
dards of  weights  and  measures  than  those  now  existing  were  adopted. 
Moreover,  strong  evidence  was  brought  forward  as  to  the  serious  loss  of 
time  incurred  by  English  school  children  in  having  to  learn  the  compli- 
cated system  of  tables  of  existing  weights  and  measures,  and  the  urgent 
need  of  the  adoption  of  a  simpler  system.  It  was  stated  that  no  less  than 
one  year's  school  time  would  be  saved  if  the  metric  system  were  taught  in 
place  of  that  now  in  use. 
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A  compulsory  change  from  an  old  and  complicated  system  to  the  metric 
had  taken  place  in  Germany,  Norway  and  Sweden,  Switzerland,  Italy,  and 
many  other  European  countries,  without  serious  opposition  and  incon- 
venience, and  in  a  comparatively  short  period,  and  as  soon  as  the  simple 
character  of  the  new  system  was  understood,  it  was  appreciated  by  all 
classes  of  the  population,  and  no  attempt  to  use  the  old  units  or  return 
to  the  old  system  was  made. 

The  committee  recommended — (a)  That  the  metrical  system  of  weights 
and  measures  be  at  once  legalised  for  all  purposes. 

(b)  That  after  a  lapse  of  two  years  the  metrical  system  be  rendered 
compulsory  by  Act  of  Parliament. 

(c)  That  the  metrical  system  of  weights  and  measures  be  taught  in  all 
public  elementary  schools  as  a  necessary  and  integral  part  of  arithmetic, 
and  that  decimals  be  introduced  at  an  earlier  period  of  the  school  curri- 
culum than  is  the  case  at  present. 

Following  on  this  report  the  Weights  and  Measures  (Metric  System) 
Act  1897  was  passed,  rendering  the  use  of  the  metric  system  legal  for  all 
purposes  equally  with  the  old  system.  The  British  definitions  of  the 
metre,  kilogram,  and  litre,  are  contained  in  the  Order  in  Council  legalising 
Metric  Standards,  No.  410,  1898,  and  are  as  follows : — 

The  Metre  is  represented  by  the  distance  marked  by  two  fine  lines  on 
the  iridio-platinum  standard  bar  numbered  16,  when  at  the  temperature  of 
0°  centigrade.  This  bar  is  deposited  with  the  Board  of  Trade.  The  metre 
is  the  only  unit  of  metric  measure  of  extension  from  which  all  other  metric 
measures  of  extension,  whether  linear,  superficial,  or  solid,  shall  be 
ascertained. 

The  Kilogram  is  represented  by  the  cylindrical  iridio-platinum  standard 
kilogram  weight  numbered  18,  which  is  deposited  with  the  Board  of  Trade. 
The  kilogram  is  the  only  unit  of  metric  weight  from  which  all  other  metric 
weights,  and  all  measures  having  reference  to  metric  weight,  shall  be 
ascertained. 

The  Litre  is  represented  by  the  capacity  at  0°  centigrade  of  the 
cylindrical  brass  measure  marked  "  Litre,  1897  "  (which  is  deposited  with 
the  Board  of  Trade),  and  having  a  diameter  equal  to  one-half  its  height. 
This  litre  at  0°  centigrade  when  full  contains  one  kilogram  of  distilled 
water  at  the  temperature  of  4°  centigrade,  under  an  atmospheric  pressure 
equal  to  that  represented  by  a  column  of  mercury  760  millimetres  high  at 
0°  centigrade,  at  sea-level,  and  at  latitude  45°,  the  weighing  being  made 
in  air,  but  reduced  by  calculation  to  a  vacuum.  It  is  the  only  unit  of 
metric  measure  of  capacity  from  which  all  other  metric  measures  of  capacity, 
as  well  for  liquids  as  for  dry  goods,  shall  be  ascertained. 

It  will  thus  be  seen  that  the  litre  is  defined  with  reference  to  weight. 
Kecent  investigations  have  shown  that  the  British  standard  litre  differs 
slightly  from  a  cubic  decimetre,  the  millilitre  equalling  1*00016  cubic 
centimetres. 

The  metrologists  of  the  Bureau  International  des  Poids  and  Mesures, 
Pavilion  de  Breteuil,  Sevres,  are  still  experimenting,  and  have  been  able  to 
bring  the  litre  (which  is  the  volume  of  one  kilogram  of  pure  water  at  its 
maximum  density)  into  much  closer  relation  to  the  cubic  decimetre. 

In  the  British  Pharmacopoeia  the  metric  measures  of  capacity  employed 
are  graduated  at  60°  F.  (15"5°  C.)  And  specific  gravity  bottles  are  also 
adjusted  at  that  temperature.  The  litre  at  15*5°  centigrade  is  ascertained 
from  the  Board  of  Trade  litre  as  above  defined.  An  Order  in  Council,  No. 
411  of  Statutory  Rules  and  Orders  1898,  contains  the  equivalents  of  metric 
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weights  and  measures  in  terms  of  imperial  weights  and  measures  for  use  in 
trade  as  follows  : — 


Metric  to  Imperial. 


1     Millimetre     (mm.)\ 

(-nsnjr™-)  •        •        •/ 
1  Centimetre  (TJff  m.) . 
1  Decimetre  (TV  m.)     . 

Metre  (m.) 

1  Decametre  (10  m.)  . 
1  Hectometre  (100  m.) 
1  Kilometre  (1000  in.) . 


Lineae  Measure. 

=       0-03937  Inch. 


0-3937      ,, 
3-937  Inches. 

/-39-370113  Inches. 

{    3-280843  Feet. 

t  1-0936143  Yards. 
10-936  Yards. 

109-36 
0-62137  Mile. 


1  Square  Centimetre    . 
1   Sq.   Decimetre   (100 

Sq.  Centimetres)    . 
1   Sq.    Metre  (100  Sq. 

Decimetres)    . 
1  Are  (100  Sq.  Metres) 
1  Hectare  (100  Ares  or 

10,000  Sq.  Metres    . 


Square  Measure. 

0-15500  Sq.  Inch. 
15-500  Sq.  Inches. 


/ 10-7639  Sq.  Feet. 
\   1-1960  Sq.  Yards. 
119-60 


1  Cubic  Centimetre      . 

1      Cubic      Decimetre  "j 
(c.d.)    (1000    Cubic  }  ■ 
Centimetres)  .        .) 

1    Cubic    Metre   (1000) 
Cubic  Decimetres) .  / 


Cubic  Measure. 

0-0610  Cubic  Inch. 


61-024  Cubic  Inches. 


/35- 
t   I" 


3148  Cubic  Feet. 
307954  ,,      Yards. 


Measure  of  Capacity. 


1  Centilitre  (TJjy  Litre)  - 

1  Decilitre  (^0  Litre)  .  = 

l  Litre                       .  = 

1  Decalitre  (10  Litres)  = 
1    Hectolitre 
Litres)     . 


(100| 


0-070  Gill. 
0-176  Pint. 
1-75980  Pints. 
2-200  Gallons. 

2-75  Bushels. 


Weight. 


1  Milligram  (j^  Grm.) 
1  Centigram  (T£n  Grm.) 
1  Decigram  (^  Grm.)  . 
1  Gramme  (1  Grm.) 
1  Dekagram  (10  Grm.) 
1    Hectogram    (100\ 

Grm.)       .        .        ./ 
1    Kilogram    (1000\ 

Grm.)      .       .        ./ 
1    Myriagram      (101 

Kilog.)     .        .        ./ 
1  Quintal  (100  Kilog.)  . 
1  Tonne  (1000  Kilog.)  . 


1  Gramme  (1  Grm.) 


1  Gramme  (Grm.) 


Avoirdupois. 
0-015  Grain. 
0-154      „ 
1-543  Grains. 
15-432       ,, 
5-644  Drams. 

3-527  Oz. 

f    2-2046223  Lb.  or 
1 15432-3564  Grains. 

22-046  Lb. 

1-968  Cwt. 
0-9842  Ton. 

Troy, 
f  0-03215  Oz.  Troy. 
\  15-432  Grains. 

Apothecaries. 
0-2572  Drachm. 
0-7716  Scruple. 
15-432  Grains. 


Imperial  to  Metric. 


Linear  Measure. 

1  Inch  .     -  25-400  Millimetres. 

1  Foot  (12  Inches)  .     =     0-30480  Metre. 
1  Yard  (3  Feet)       .     =     0914399  Metre. 
1  Fathom  (6   Feet)     =     1-8288  Metres. 
1  Pole  (5£  Yards)     .      =     5-0292       „ 
1  Chain  (22  Yards)  .     =   20-1168       „ 
1     Furlong    (220  \  _901.168 
Yards)        .        .r*UM 
1  Mile  (8  Furlongs)     =     1-6093  Kilometres 


Square  Measure. 

6*4516  Sq.  Centimetres. 
9-2903  Sq.  Decimetres. 

0-836126  Sq.  Metre. 

25-293  Sq.  Metres. 
10-117  Ares. 
0-40468  Hectare. 


1  Square  Inch  .     = 

1  Sq.  Foot  (144  Sq.  \  _ 

Inches)       .        .  / 
1   Sq.    Yard  (9   Sq.  \  _ 

Feet  .  .  .)- 
1    Perch    (30J    Sq.  )  _ 

Yards)  .  .  J"  ~ 
1  Rood  (40  Perches)  = 
1    Acre    (4840    Sq.  ) 

Yards)       .        .  |  ~ 

1    ^cresr^4°H*00  Hectare, 


Cubic  Measure. 


1  Cubic  Inch  . 

1  Cubic  Foot  (1728 

Cubic  Inches 
1    Cubic    Yard    (2 

Cubic  Feet) 


7} 


16-387  C.  Centimetres. 
0-028317  Cubic  Metre. 

0-764553  Cubic  Metre. 


Measures  of  Capacity. 


1  (Jill 

1  Pint  (4  Gills)  . 
I  Quart  (2  Pints) 
l  Gallon  (4  Quarts) 
L  Peck  (2  Gallons)    . 
I  Bushel  (8  Gallons) 
1  Quarter  (8  Bushels) 


1-42  Decilitres. 
0-568  Litre. 
1-136  Litres. 
45459631  Litres. 
9-092  Litres. 
3-637  Decalitres. 
2-909  Hectolitres. 


Apothecaries  Measure. 


1  Minim    . 

1  Fluid  Scruple 

1  Fluid  Drachm  (60  \ 

Minims)       .        .  j 
1  Fluid  Ounce  (8 

Drachms) 
1  Pint 
1  Gallon  (8  Pints  or  1 

160  Fluid  Ounces)  / 


!}- 


0-059  Millilitre. 
1-184  Millilitres. 

3-552  „ 

2-84123  Centilitres. 
0-568  Litre. 
4-5459631  Litres. 


Avoirdupois  Weight. 


1  Grain 

1  Dram 

1  Oz.  (16  Drams) 

1  Pound  (16  Ozs.  or  \ 

7000  Gns.)    .       .) 
1  Stone  (14  Lbs.)      . 
1  Quarter  (28  Lbs.)  . 
1        Hundredweight  \ 

(Cwt.)  (112  Lbs.)  / 

1  Ton  (20  Cwt.) 


0-0648  Gramme. 
1*772  Grammes. 
28-350 

0-45359243  Kilogram. 

6-350  Kilograms. 
12-70 
/  50-80 

\   0-5080  Quintal 
/   1-0160  Tonnes  or 
\   1016  Kilograms. 


Troy  Weight. 

1  Grain      .        .        .     =  0-064S  Gramme. 

1     r3eight    (24}=  P5552  Grammes 

1    Troy    Ounce     (20  1  ,1>in« 

Pennyweights)    .  f  ~  6i  w™ 


Apothecaries  Weight. 

1  Grain      .        .        .     =     0-064S  Gramme. 
1  Scruple  (20  Grains)    =     1*296  Grammes. 

1        Drachm       (3  1  „.cco 

Scruples)     .        .  j  =     3  SSb 
1  Oz.  (S  Drachms)     .     =  31-1035 
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None  of  these  enactments  have  been  sufficient  to  secure  the  practical 
adoption  of  the  metric  system.  It  has  been  amply  proved  in  the  experi- 
ence of  ether  countries  that  a  change  of  this  kind,  which  imposes  on  the 
people  considerable  trouble  and  expense,  will  not  be  made  unless  it  be 
geueral  and  under  compulsion.  Entire  sets  of  new  weights  and  measures 
would  have  to  be  purchased.  Spring  balances  and  steelyards  would  have 
to  be  altered,  prices  would  have  to  be  readjusted,  and  new  but  simple 
methods  of  calculation  would  be  substituted. 

2.  As  to  Money. — In  1824  Sir  John  (afterwards  Lord)  Wrottesley 
brought  before  the  House  of  Commons  a  motion  for  an  inquiry  into  the 
applicability  of  the  decimal  scale  to  coins,  referring  to  the  example  of 
France,  of  the  United  States,  and  of  China.  He  recommended  the  follow- 
ing coins : — pounds,  double  shillings,  and  farthings,  the  last  having  4  per 
cent  deducted  from  their  present  value,  making  100  farthings  =  1  double 
shilling,  and  1000  farthings  =  10  double  shillings  =  one  pound — that  is,  the 
farthing  would  be  made  10100  part  of  a  pound  instead  of  y^-.  The 
Government  opposed  the  motion,  which  was  withdrawn,  on  a  pledge  being 
given  that  the  currencies  of  Great  Britain  and  Ireland  should  be  assimi- 
lated. This  was  done  by  6  Geo.  IV.  c.  79,  taking  effect  5th  January 
L826. 

In  1838  a  Commission  was  appointed  on  the  restoration  of  the  standards, 
destroyed  when  the  Houses  of  Parliament  were  burned,  and  the  Commis- 
sioners reported  in  1841 : — 

"  We  beg  leave  to  invite  the  attention  of  the  Government  to  the  advant- 
age and  the  facility  of  establishing  in  this  country  a  decimal  system  of 
coinage.  ...  In  our  opinion,  no  single  change  which  it  is  in  the  power  of  the 
Government  to  effect  in  our  monetary  system  would  be  felt  by  all  classes 
as  equally  beneficial  with  this  when  the  temporary  inconveniences  attend- 
ing the  change  had  passed  away.  .  .  .  No  circumstance  whatever  would 
contribute  so  much  to  the  introduction  of  a  decimal  scale  in  weights  and 
measures  in  those  respects  in  which  it  is  really  useful  as  the  establishment 
of  a  decimal  coinage." 

In  1847  Sir  John  Bo  wring  moved  for  an  address  to  the  Crown  in 
favour  of  the  coinage  and  issue  of  silver  pieces  of  the  value  of  TVth  and 
y-^-th  of  a  pound.  The  motion  was  withdrawn  on  the  footing  that  the  florin 
should  be  issued,  which  was  done. 

In  March  1853  the  Commissioners  appointed  in  1843  to  inquire  into 
the  standards  wrote  a  letter  to  Mr.  Gladstone,  then  Chancellor  of  the 
Exchequer,  in  which  they  suggested  "  That  coins  of  the  value  of  10100, 
1 020  0 ,  and  l6*00  of  a  pound  (differing  little  from  the  farthing,  the  half- 
penny, and  the  penny),  might  be  extensively  used  by  the  public  without 
present  inconvenience,  while  the  inscription  of  their  values,  as  estimated 
in  the  decimal  scale,  would  afford  the  means  of  shortly  introducing  that 
Bcale  throughout  the  entire  system." 

On  6th  April  1853  a  select  committee  was  appointed  on  the  practic- 
ability and  advantages  that  would  arise  from  adopting  a  decimal  system 
of  coinage.  The  report  stated  that  "  with  regard  to  the  inconveniences  of 
the  existing  system  the  evidence  is  clear  and  decided.  That  system  is 
shown  to  entail  a  vast  amount  of  unnecessary  labour  and  great  liability 
to  error,  to  render  accounts  needlessly  complicated,  to  confuse  questions  of 
foreign  exchanges,  and  to  be  otherwise  inconvenient.  On  the  other  hand, 
the  concurrent  testimony  of  the  various  witnesses  is  to  the  effect  that 
the  adoption  of  a  decimal  system  would  lead  to  greater  accuracy,  would 
simplify  accounts,  would  greatly  diminish  the  labour  of  calculation  (to  the 
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extent  of  one-half,  and  in  some  cases  four-fifths,  according  to  Professor  De 
Morgan,  who  has  made  the  question  his  especial  study),  and  by  facilitating 
the  comparison  between  the  coinage  of  this  country  and  other  countries 
that  have  adopted  the  decimal  system,  would  tend  to  the  convenience  of 
all  those  who  are  engaged  in  exchange  operations,  of  travellers,  and  others. 
An  important  benefit  would  be  derived  in  several  departments  of  the 
public  service,  and  in  every  branch  of  industry,  from  the  economy  of 
skilled  labour  which  would  result  from  the  proposed  change ;  at  the  same 
time  that  the  education  of  the  people  generally  would  be  much  facili- 
tated by  the  introduction  into  our  schools  of  a  system  so  directly 
calculated  to  render  easy  the  acquirement  of  arithmetic." 

The  committee  recommended  the  pound  sterling  as  the  unit  of  coinage. 
"  Considering  that  the  pound  is  the  present  standard,  and  therefore  associ- 
ated with  all  our  ideas  of  money  value,  and  that  it  is  the  basis  on  which 
all  our  exchange  transactions  with  the  whole  world  rest,  any  alteration  of 
it  would  lead  to  infinite  complication  and  embarrassment  in  our  com- 
mercial dealings ;  in  addition  to  which  it  fortunately  happens  that  its 
retention  would  afford  the  means  of  introducing  the  decimal  system  with 
the  minimum  of  change." 

The  committee  recommended  the  withdrawal  of  the  half-crown,  the 
threepenny  and  fourpenny  pieces,  and  the  introduction  of  copper  coins  of 
one,  two,  and  five  mils,  and  silver  coins  of  ten  and  twenty  mils. 

The  committee  summed  up  their  recommendations  in  the  following 
words : — 

"  In  conclusion,  the  committee  having  well  weighed  the  comparative 
merits  of  the  existing  system  of  coinage  and  the  decimal  system,  and  the 
obstacles  which  must  necessarily  be  met  with  in  passing  from  the  one  to 
the  other,  desire  to  repeat  their  decided  opinion  of  the  superior  advantages 
of  the  decimal  system,  and  to  record  their  conviction  that  the  obstacles 
referred  to  are  not  of  such  a  nature  as  to  create  any  doubt  of  the  expediency 
of  introducing  that  system,  so  soon  as  the  requisite  preparations  shall 
have  been  made  for  the  purpose,  by  means  of  cautious  but  decisive  action 
on  the  part  of  the  Government.  They  believe  that  the  necessary  incon- 
venience attending  a  transition  state  will  be  far  more  than  compensated 
by  the  great  and  permanent  benefits  which  the  change  will  confer  upon 
the  public  of  this  country,  and  of  which  the  advantages  will  be  participated 
in  to  a  still  greater  extent  by  future  generations." 

The  proposal  recommended  in  this  report  of  1853  is  called  the  pound 
and  mil  scheme. 

On  12th  June  1855  resolutions  were  carried  in  the  House  of  Commons 
to  the  effect  (1)  that  the  initiation  of  the  decimal  system  by  the  issue  of 
the  florin  has  been  eminently  successful  and  satisfactory ;  and  (2)  that  a 
further  extension  of  the  system  will  be  of  public  advantage,  but  a  third 
resolution  in  favour  of  the  issue  of  pieces  of  i-J-g-th  of  a  pound  (cents),  and 
YoVo-th  of  a  pound  (mils),  was  withdrawn ;  the  Government  having  urged 
that  it  was  inexpedient  to  make  a  change  which  would  so  deeply  affect  the 
interests  of  the  poorer  classes  without  much  more  investigation  than  had 
yet  been  given  to  it ;  and  to  that  end  the  Decimal  Coinage  Commissioners 
were  appointed.  In  a  preliminary  report  in  April  1857,  signed  by  Lords 
Mounteagle  and  Overstone,  and  Mr.  J.  G.  Hubbard,  they  state,  "  It 
appears  to  us  that  the  terms  of  the  commission  under  which  we  act 
restrict  our  investigation  to  the  practicability  and  expediency  of  introduc- 
ing the  decimal  principle  into  the  coinage  of  this  country,  without  contem- 
plating any  change  in  our  present  system  of  weights  and  measures,  and 
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without  considering  the  possibility  or  advantage  of  an  international  system 
of  coinage." 

The  final  report  of  the  Commission  is  dated  1859,  and  is  signed  only 
by  Lord  Overstone  and  Mr.  Hubbard.  Their  conclusion  was,  "  It  does  not 
appear  desirable,  under  existing  circumstances,  while  our  weights  and 
measures  remain  as  at  present,  and  so  long  as  the  principle  upon  which 
their  simplification  ought  to  be  founded  is  undetermined,  to  disturb  the 
established  habits  of  the  people  with  regard  to  the  coins  now  in  use,  by  a 
partial  attempt  to  introduce  any  new  principle  into  the  coinage  alone." 

Subsequent  Commissions  dealt  mainly  with  the  question  of  weights 
and  measures,  and  the  following  quotations  from  the  second  report  of  the 
Royal  Commissioners  on  the  Condition  of  the  Standards  in  1869,  may 
suffice  : — "  As  bearing  upon  all  parts  of  this  inquiry,  the  Commission  think 
it  their  duty  to  call  attention  to  the  advantage  of  establishing  in  this 
country  a  decimal  system  of  coinage.  The  decimal  division  gives  the 
greatest  facilities  for  the  graduation  of  prices,  and  for  the  great  number 
of  additions,  multiplications,  and  divisions  continually  presenting  them- 
selves in  money  affairs,  but  more  rarely  occurring  in  the  combinations  of 
weights  and  measures,  and  the  Commissioners  think  it  probable  that 
extensive  familiarity  with  decimal  coinage  would  materially  tend  to 
facilitate  the  introduction  of  a  decimal  system  of  weights  and  measures 
where  it  can  be  useful." 

Assuming  that  the  pound  sterling  is  to  be  retained  inviolate,  the 
Table  on  page  348  gives  the  Equivalents  of  £1  sterling  and  fractional  parts. 

According  to  the  pound,  florin,  cent,  and  mil  scheme,  all  the  present 
coins  down  to  sixpence  =  25  mils  could  be  used ;  instead  of  three  pence  a 
cent  of  10  mils  would  be  substituted,  and  the  copper  coins  would  be  one, 
two,  and  five  mils;  five  mils  would  exceed  the  present  penny  by  20  per  cent. 
On  the  other  hand,  as  the  mil  is  4  per  cent  less  than  the  present  farthing, 
four  mils  would  fall  short  of  the  value  of  the  present  penny  by  4  per  cent. 

Another  suggestion  has  also  been  put  forward  to  retain  the  present 
farthing,  and  make  1000  farthings  £1,  but  as  this  involves  an  alteration 
in  the  value  of  £1  (making  it  20/10)  it  has  been  excluded  from  the  above 
table. 

The  Case  against  the  Decimal  System 

The  units  of  weights  and  measures  now  used  in  Britain  have 
separate  names  which  are  part  of  the  English  language  in  which 
mental  conceptions  of  magnitude  are  expressed.  The  change  would 
involve  a  revolution  in  the  expressing  of  many  of  the  most  familiar 
ideas,  not  only  in  trade  relations,  but  in  measuring  distances  walked 
or  driven,  or  heights  above  the  sea-level,  or  the  dimensions  of  a  man 
or  a  room,  and  the  very  calculation  of  cab  and  railway  fares  and  postal 
quantities  and  rates  wTould  all  be  upset. 

All  the  title  deeds  of  the  country,  with  the  extent  stated  in  acres, 
would  cease  to  convey  an  accurate  idea  of  the  extent  they  covered ;  all  the 
maps  scaled  in  so  many  feet  or  inches  to  the  mile,  all  the  ready  reckoners 
for  calculating  the  value  of  goods,  whether  it  be  wood  sold  by  the  fathom, 
or  coal  sold  by  the  ton,  or  tea  sold  by  the  pound,  or  silver  sold  by  the 
ounce,  or  diamonds  by  the  carat,  or  medicine  by  the  apothecaries'  weight, 
would  become  so  much  waste  paper,  or  fit  only  to  be  preserved  as  antiquarian 
relics.  All  the  accumulations  of  trade  statistics  would  be  rendered  unin- 
telligible. Farmers  would  no  longer  speak  of  their  crops  as  yielding  so 
many  tons  or  bushels  to  the  acre,  or  their  horses  as  so  many  hands  high. 
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Whatever  reasons  may  have  existed  in  France  at  the  end  of  the  18th 
century  for  the  adoption  of  a  brand  new  system  the  case  is  entirely  different 
in  the  British  Empire,  where  whatever  differences  may  prevail  as  to  local 
customary  units,  the  fundamentals,  namely,  the  yard  and  the  pound,  from 
which  all  others  are  derived,  are  absolutely  the  same  everywhere,  and  are 
capable  of  everywhere  being  verified  by  reference  to  the  national  standards, 
in  the  construction  of  which  the  most  refined  skill  and  care  has  been  taken. 

One  of  the  main  arguments  in  favour  of  the  retention  by  Britain  of 
the  imperial  system  of  weights  and  measures  is  that  the  calculations  re- 
quired render  instruction  in  arithmetic  a  most  valuable  mental  gymnastic. 

It  is  admitted  that  certain  calculations  would  be  simplified  if  the 
weights  and  measures  and  money  were  based  on  units  divided  decimally, 
but  it  is  contended  that  our  present  money  system  has  great  advantages  on 
account  of  the  marvellous  extent  of  the  divisibility  of  the  pound  sterling  in 
shillings,  pence,  and  farthings,  and  the  ease  with  which  mental  calculations 
as  to  prices  and  values  can  be  performed.  A  price  of  £x  per  ton  is  x\ 
per  cwt.  A  price  expressed  in  shillings  per  dozen  is  expressed  in  the  same 
number  of  pence  per  article. 

A  great  deal  has  been  made  of  the  injury  to  British  trade  on  account  of 
the  difficulty  that  the  foreigner  has  in  comprehending  British  price  lists 
and  British  dimensions  in  engineering  quantities,  but  there  is  no  more 
difficulty  in  rendering  these  price  lists  comprehensible  to  the  foreigner  than 
there  is  in  translating  language. 

The  British  merchant  can  make  the  necessary  calculations  and  express 
the  quantities  and  values  so  as  to  make  them  intelligible  to  the  foreigner, 
and  he  can,  by  taking  the  necessary  trouble  and  care,  weigh  or  measure  his 
quantities  accurately  in  the  metric  system.  If  the  metric  system  were 
exclusively  adopted  in  this  country  it  would  be  necessary  for  all  traders, 
even  those  who  confine  themselves  to  trade  within  the  British  Empire,  to 
alter  their  catalogues  and  price  lists.  An  instance  has  been  given  of  a  price 
list  with  pumps  varying  by  half  inches,  from  2  inches  diameter  to  6  inches 
diameter,  with  the  quantity  pumped  per  hour  expressed  in  imperial  weights 
and  measures,  the  diameter  in  inches  of  the  steam  cylinders  and  steam 
pipes  and  exhaust  pipes,  the  diameter  of  suction  pipes,  the  height  and  width 
occupied  by  the  pump  as  it  stands,  the  weight  of  the  pump  in  hundred- 
weights, followed  by  the  price  and  the  duty  which  it  would  do  in  the  way 
of  gallons  per  minute.  Such  catalogues  would  become  useless  even  for 
home  trade. 

The  units  of  the  British  system  are  more  convenient  than  the  units  of 
the  metric  system.  The  millimetre  is  too  small.  The  foot  is  more  con- 
venient than  the  half  metre.  The  yard  is  more  convenient  than  the  metre, 
and  the  grain  is  in  every  way  a  superior  unit  to  the  gramme.  Weights  ex- 
pressed in  hundredweights,  quarters,  and  pounds  can  be  more  easily  added 
than  weights  expressed  in  kilogrammes.  The  reason  is  obvious.  The  ease 
with  which  additions  can  be  made  depends  upon  the  frequency  with  which 
the  smaller  digits  below  5  occur.  1,  2,  3,  4  are  easily  added ;  7,  8,  and  9 
present  more  difficulty. 

In  the  ordinary  British  invoice  7,  8,  and  9  do  not  occur  except  in  the 
second  column  of  the  hundredweights  and  in  the  second  column  of  the 
pounds.  Out  of  all  the  five  rows  of  figures  in  the  British  invoice,  set  out  in 
cuts.,  qrs.,  and  lbs.,  there  are  three  which  have  only  small  digits,  while  in 
expressions  in  kilogrammes  large  digits  may  occur  in  all  the  columns. 

Though  decimal  arithmetic  renders  simple  the  computation  of  num- 
berSj  it  is  not  so  applicable  to  the  division  of  actual  things.     It  is  easy  to 
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divide  any  material  into  halves,  quarters,  eighths,  and  sixteenths,  and  with 
a  little  trouble  into  third,  sixth,  twelfth,  and  twenty  -  fourth  parts, 
but  it  is  extremely  difficult  to  divide  accurately  into  fifth  parts  and  tenth 
parts. 

In  many  cases  it  is  much  easier  to  make  a  calculation  in  vulgar  fractions 
than  by  the  use  of  decimals.  To  square  4*25  mentally  one  would  convert 
the  decimal  fraction  into  the  vulgar  fraction  4J,  and  squaring  that  mentally 
obtain  the  result  lS^g-th. 

If  the  British  weights  and  measures  were  discarded  a  great  many  "  short 
cuts  "  now  in  use  would  be  lost.  A  superficial  foot  of  iron,  -J  inch  thick, 
weighs  five  pounds.  A  cubic  foot  of  cast  iron  is  about  one-fifth  of  a  ton. 
A  halfpenny  is  an  inch  in  diameter,  and  on  a  one-inch  Ordnance  map  a  half- 
penny covers  500  acres.  An  inch  of  *ain  off  a  square  mile  per  annum  gives 
40,000  gallons  per  day.  An  inch  of  rain  off  an  acre  per  annum  gives  10  cubic 
feet  per  day  or  62  gallons.  A  pump  will  deliver  100  pounds  of  water  per 
yard  stroke  of  a  10-inch  piston.  E.  C.  Millar. 

Decimals  Of  a  £1. — In  connection  with  calculations  of  any 
extent  into  which  shillings  and  pence  enter,  or  where  logarithms  are  to  be 
used,  the  quickest  and  best  method  is  usually  to  change  the  shillings  and 
pence  into  decimals  of  a  £1,  and  the  following  rules  for  expressing  shillings 
and  pence  as  decimals  of  a  £1  and  for  converting  decimals  of  a  £1  into 
shillings  and  pence  will  be  found  of  service. 

Mule  for  expressing  Shillings,  Pence,  and  Farthings  as  Decimals  of  £1. 

In  the  first  decimal  place  put  the  number  of  florins  contained  in  the 
given  number  of  shillings.  If  there  be  an  odd  shilling  put  5  in  the 
second  place.  Eeduce  the  pence  and  farthings  to  farthings,  and  put  the 
number  in  the  third  place,  or  the  second  and  third  places  if  it  be  ten  or 
more,  adding  1  if  the  amount  be  6d.  or  more.  The  first  three  decimal 
places  are  now  complete.  To  complete  the  fraction  it  only  remains  to 
divide  the  pence  and  farthings,  expressed  as  the  decimal  of  a  penny,  by  6, 
and  insert  the  quotient  in  the  fourth  and  following  places.  If  the  pence 
and  farthings  are  6d.  or  more,  deduct  6d.  before  dividing,  for  otherwise  the 
first  figure  of  the  quotient  would  be  1,  belonging  to  the  third  place,  which 
has  been  allowed  for  already. 

Examples. 

I._£3:16:5i. 

Integer,  £3  =   £3 

1st  decimal  place,  16s.  =  8  florins  =        -8 

2nd  and  3rd  decimal  places,  5jd.  =  21  farthings  =        •021 

4th  and  following  places,  525  -r  6  =        -000875 


£3-821875 


which  is  the  decimal  required. 


II.— £8  :  19  :  8f. 

Integer,  £8  =  £8 

1st  and  2nd  decimal  places,  19s.  =  9  florins  and  Is.  =        -95 

2nd  and  3rd  decimal  places,  8|d.  =  35  farthings,  and  add  1  =        -036 

4th  and  following  places,  8-75,  less  6,  and  divide  by  6  =        -000458333 


£8-9864583 
the  decimal  required. 
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III. — £3:  It)  :  7  738(1. 

Here  multiply  the  fraction  of  a  penny  by  4  to  bring  it  to  farthings,  -738d.  =  2-952 

farthings.      Now  proceed  as  before  : — 

Pounds  and  shillings  =£3*95 

Pence  and  farthings,  28  +  2-952,  and  add  1  =       -031952 

Addendum,  7738,  less  6d.,  and  divide  by  6  =       -0002896666  .   .   . 


£3-9822416 


To  express  Decimals  of  a  Pound  in  Shillings  and  Pence. 

To  transform  a  sum  in  decimals  into  pounds,  shillings,  and  pence,  the 
simplest  course  is  first  to  extract  the  pounds  and  shillings  and  then 
multiply  the  remainder  of  the  fraction  by  240,  to  bring  it  to  pence.  Take 
the  same  three  examples  : — 

I._£3-821875 

3-8  =  £3    16     0 


*  This  is  evidently  between  5d.  *  -021875 

and    6d.,    for    by    the    rule    5d.    is  12 

•020  ...  and  6d.  '025.*  

•2625 
20 


5-25  =  0      0      5] 


*  This  is  evidently  between  8d.  *  -0364583 

and    9d.,  for   8d.    is  -033  ...  and  12 

9<1.  is  -037  .  .  .  

•4375000 
20 


*   This  is  evidently  between  7d.  *  -0322416 

and  8d.,  for  7d.  is  -029  and  8d.  is  12 

•033.  

•3869000 
20 


£3   16      5* 

II.— £8-9864583 

8-95  =  £8    19     0 


8-750  =  0     0     8J 


£8   19      8} 


III.— £3-9822416 

3-95  =  £3    19     0 


•738  =  0     0      7-738 


£3    19      7-738 
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4 

3 

1 
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ii 

•0052083 

11 

•0458333 
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if 

2 
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•0072916 

•0083333 

HI 

iH 

•046875 

•0479166 

•0489583 

1/9 

1/91 
1/94 

•0875 

•0885416 
•0895833 

2i 

•009375 

1/ 

•05 

1/91 
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2* 

2| 

3 

•0104166 
•0114583 
•0125 

i/oi 
i/04 

•0510416 
•0520833 

1/10 

i/ioi 

•0916666 
•0927083 

l/Of 

•053125 

1/104 

•09375 

8i 

•0135416 

i/i 

•0541666 

1/10| 

•0947916 

3i 

3| 

4 

•0145833 

•015625 

•0166666 

i/U 
1/14 

•0552083 
•05625 

i/n 
i/ni 

•0958333 
•096875 

i/i* 

•0572916 

1/H4 

•0979166 

4J 

•0177083 

1/2 

•0583333 

i/nf 

•0989583 

44 
4| 

5 

•01875 

•0197916 

•0208333 

1/21 

1/24 
1/21 

•059375 

•0604166 

•0614583 

2/ 

3/ 
4/ 

•1 

•15 
•2 

5i 

•021875 

1/3 

•0625 

5/ 

•25 

54 

5f 
6 

•0229166 
•0239583 
•025 

1/31 
1/34 

•0635416 
'0645833 

6/ 
7/ 

•3 
•35 

1/3| 

•065625 

8/ 

•4 

6J 

•0260416 

1/4 

•0666666 

9/ 

•45 

7 

•0270833 

•028125 

•0291666 

1/41 
1/44 
1/4| 

•0677083 

•06875 

•0697916 

10/ 

11/ 

12/ 

•5 

•55 
•6 

71 

•0302083 

1/5 

•0708333 

13/ 

•65 

7* 

71 

8 

•03125 

•0322916 

•0333333 

1/51 
1/54 
1/5| 

•071875 

•0729166 

•0739583 

14/ 

15/ 
16/ 

'7 

•75 

•8 

81 

•034375 

1/6 

•075 

17/ 

•85 

84 
8| 
9 

•0354166 
•0364583 
•0375 

1/61 
1/64 

•0760416 
•0770833 

18/ 
19/ 

•9 
•95 

1/6! 

•078125 

20/ 

1-0 

n 

•0385416 

1/7 

•0791666 

21/ 

1-05 

n 

•0395833 
•040625 

1/71 
1/74 

•0802083 
•08125 

22/ 

1-1 

Decreet  Arbitral  is  the  judgment,  sentence,  or  award,  as  it  is 
frequently  called,  of  the  arbiter  or  arbiters,  umpire  or  oversman,  in  a  sub- 
mission or  reference,  whereby  the  matter  or  questions  at  issue  are  decided. 
In  England  this  judgment  is  usually  styled  an  award,  and  in  Scotland  the 
same  term  is  frequently  employed,  though  the  proper  phrase,  especially  in 
arbitrations  under  the  Lands  Clauses  Act,  is  decreet  arbitral.  No  special 
form  is  prescribed  for  this  judgment  unless  the  submission  direct  such,  in 
which  case  it  must  be  followed,  but  failing  this,  the  party  making  the  award 
may  use  his  discretion.  It  is  usual  to  set  forth  the  nature  of  the  submission, 
the  procedure  which  has  taken  place  upon  it,  that  the  arbiters  have  differed, 
if  this  be  so,  and  devolved  the  matter  on  the  umpire  or  oversman,  and 
thereupon  the  findings  or  sentence  will  follow.  The  sentence  or  decree 
should  be  in  writing,  and  conclude  with  an  order  on  the  proper  party  or 
parties  to  implement  or  perform  what  has  been  ordered.  In  Scotland  a 
penalty  is  frequently  authorised  in  the  submission,  and  in  that  event  the 
decree  will  specify  the  penalty  for  non-performance,  and  ordain  the  sub- 
mission aud  decree  to  be  recorded  in  terms  of  the  clause  of  registration  in 
the   submission.       The   judgment   or   decree   is    usually,    and    should   be, 
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executed  as  a  duly  tested  deed.  On  being  recorded  in  Scotland,  an  extract 
forms  a  sufficient  warrant  to  either  party  for  proceeding  against  the  other 
for  implement  and  performance,  and  in  England  the  award  is  a  good 
ground  for  an  action  to  enforce  its  terms. 

The  award  or  decree  is  liable  to  stamp  duty  according  to  the  amount 
or  value  in  dispute  as  follows : — 

In  any  case  in  which  an  amount  or  value  is  the  matter  in  dispute — 
Where  no  amount  is  awarded,  or  the  amount  or  value 

awarded  does  not  exceed  £5    .  .  .  .  £0     0      3 

Where  the  amount  or  value  awarded  exceeds  £5,  and  does 

not  exceed  £10 

Exceeding  £10,  not  exceeding  £20 

20,    „        30 

30,    „       40 

40,    „       50 

50,    „       100 

„      100,    „       200 

„      200,    „       500 

„      500,    „       750 

„      750,    „      1000 

And  where  it  exceeds  £1000,  and  in  any  other  case 

In  England  an  arbitrator  cannot  issue  a  part  or  partial  award  unless 
expressly  authorised  by  the  submission  to  do  so,  and  in  Scotland  the 
general  feeling  is  against  such  a  power  being  implied  unless  the  terms  of 
the  submission  indicate  that  such  a  power  was  intended. 

The  decree  or  award  should  be  framed  with  the  utmost  care,  and  in 
Scotland  a  very  good  practice  prevails  of  issuing  proposed  findings  before 
pronouncing  judgment,  and  affording  the  parties  an  opportunity  of  repre- 
senting on  these.  In  important  arbitrations  the  draft  of  the  decree  or 
award  is  very  frequently  submitted  to  the  agents  of  the  parties,  so  that 
no  mistake  may  occur  therein,  as  after  the  decree  or  award  is  issued  or 
delivered  it  is  beyond  the  power  of  the  arbiter  even  to  rectify  a  patent 
error. 

The  award,  or  decree  arbitral,  cannot  be  set  aside  in  Scotland  in  respect 
of  a  mere  error  in  law  or  of  fact,  though  in  England  this  appears  to  be  a 
good  ground.  The  grounds,  shortly  stated,  upon  which  an  award  in  England 
may  be  set  aside  are — 

1.  Misconduct  of  arbitrator,  or  where  award  improperly  secured  (Arb. 
Act,  1889,  sec.  11). 

2.  "Where  award  discloses  a  patent  error  in  law  or  fact. 

3.  Where  the  award  is  nullity. 

4.  Where  the  award  is  not  final. 

5.  Where  the  award  is  uncertain. 

6.  Where  the  arbitrator  has  exceeded  his  authority. 

V.  Where  a  party  or  witness  is  in  fault  or  new  matter  discovered. 

In  Scotland  the  grounds  are,  under  the  Articles  of  Regulation,  restricted 
to  corruption,  bribery,  or  falsehood  on  the  part  of  the  arbiter.  No  accurate 
definition  has  been  arrived  at  as  to  what  will  constitute  corruption,  but 
it  must  be  conduct  on  the  part  of  the  arbiter  which,  according  to  the 
plain  meaning  of  the  term,  shall  amount  to  actual  and  not  "  constructive  " 
corruption.  Few  cases  have  occurred  where  actual  corruption  has  been 
established,  but  in  certain  circumstances  the  refusal  to  hear  parties,  the 
refusal  to  allow  proof,  or  the  failure  to  notify  proof  by  inspection,  may 
vol.  ii  23 


354  DEED  OF  AKKANGEMENT 

amount  to  corruption.  So  in  like  manner  bribery  and  falsehood  must  be 
such  conduct  as  will  actually  amount  to  the  allegation  made,  and  no  case  of 
alleged  bribery  has  occurred  in  Scotland,  while  none  of  falsehood  has  occurred 
of  modern  date. 

Of  course,  though  the  Articles  of  Eegulation  restricted  to  a  certain 
extent  the  grounds  of  challenge,  the  common  law  grounds  of  challenge 
were  left  practically  intact.  These,  shortly  stated,  are :  (1)  That  the 
decree  is  improbative,  being  neither  holograph  nor  tested ;  (2)  That  it  is 
ultra  vires ;  (3)  That  it  is  not  final ;  (4)  That  the  arbiter  illegally  refused 
(a)  to  allow  proof,  or  (b)  to  hear  parties ;  (5)  That  the  award  is  ambiguous, 
uncertain,  or  inextricable ;  (6)  That  the  award  was  not  a  duly  delivered 
deed ;  (7)  That  it  is  not  a  decision  of  the  matters  submitted,  but  a  mere 
amicable  suggestion  or  compromise ;  (8)  That  the  award  was  obtained 
(a)  by  improper  agency,  or  (b)  by  fraud. 

The  Court,  as  a  general  rule,  is  rather  reluctant  to  reduce  or  set  aside 
awards  unless  on  such  grounds  as  have  been  above  indicated  being  clearly 
established.  In  many  cases  the  ends  of  justice  may  be  attained  by  only 
reducing  or  setting  aside  a  part  of  the  award,  in  which  event  the  Court 
will  follow  that  course.  Jas.  Campbell  Irons. 

Deed  of  Arrangement.  See  Bankruptcy  (England  and 
Scotland). 

Defaulter. — When  a  member  of  the  Stock  Exchange  cannot 
implement  his  bargains,  he  is  officially  declared  by  the  committee  of  the 
Stock  Exchange  a  defaulter.  The  Stock  Exchange  in  such  a  case  appoints 
official  assignees  to  wind  up  the  defaulter's  estate,  and  all  transactions  are 
closed  by  the  assignees  at  the  current  prices.  The  loss  made  through  the 
defaulter  is  borne  by  the  members  of  the  Stock  Exchange  who  were  creditors, 
and  thus  the  defaulter  does  not  require  to  go  through  the  Bankruptcy  Court 
unless  he  has  creditors  outside  the  Stock  Exchange. 

Deferred  Life  Annuities  are  annuities  granted  on  the  life  of 
persons,  but  which  do  not  commence  to  run  until  a  certain  period  has 
elapsed  from  the  date  of  purchase.  In  the  event  of  the  annuitant  not  sur- 
viving the  date  at  which  the  annuity  is  to  commence,  the  purchase  money 
is  not  returned,  the  price  having  been  fixed  with  that  contingency  in  view. 

Deferred  Stock. — A  name  given  to  a  class  of  ordinary  stock 
upon  which  the  interest  is  not  paid  until  the  various  classes  of  security  in 
the  same  concern  which  are  before  it  have  received  their  interest  in  full. 
As  a  rule  the  capital  as  well  as  the  interest  is  deferred. 

Deficiency  Account. — The  account  prepared  by  a  bankrupt  or 
the  officers  of  a  company  wound  up  by  the  Court  showing  the  manner  in 
which  the  deficiency  shown  by  the  statement  of  affairs  has  arisen.  In  the 
case  of  a  bankrupt  the  account  commences  from  a  date  twelve  months  before 
the  making  of  the  receiving  order,  or  such  other  period  as  the  Official  [Re- 
ceiver may  determine.  In  the  case  of  companies  the  account  commences 
from  a  date  three  years  before  the  making  of  the  winding-up  order,  or  if  the 
winding-up  order  is  made  within  three  years  of  the  formation  of  the  com- 
pany, the  account  must  embrace  the  whole  period  of  the  company's  existence. 
(See  "  Bankruptcy  (England).") 


DEPARTMENTAL  ACCOUNTS  355 

Deficit. — An  excess  of  expenditure  over  income.  The  word  is 
usually  applied  in  connection  with  public  finance,  and  the  deficit  may  be 
either  actual  or  estimated. 

Del  Credere. — A  factor,  broker,  or  agent  who  becomes  security 
for  the  solvency  of  a  customer  with  whom  he  transacts  a  sale  receives  from 
his  principal  an  extra  commission  called  a  del  credere  commission.  The 
factor  in  respect  of  this  commission  undertakes  to  be  answerable  to  the 
principal  for  the  due  performance  of  the  contracts  made  by  him  on  his 
behalf.  He  is  only  liable  if  the  third  party  make  default,  and  in  effect 
guarantees  the  principal  against  losses  through  the  bankruptcy  or  insol- 
vency of  the  third  parties.     (See  "  Agency.") 

Delivery  Order  is  a  document  written  or  printed,  drawn  by  the 
owner  of  goods,  and  requesting  a  warehouseman  or  other  custodier  to  deliver 
goods  to  the  person  named  in  the  order.  The  order  which  sets  forth  the 
name  of  the  party  who  is  to  get  delivery  is  addressed  to  the  warehouseman, 
and  contains  the  quantity  of  the  goods,  their  description,  and  usually  where 
the  goods  are  lying.  The  stamp  duty  on  such  an  order,  where  it  is  issued 
by  the  owner,  and  the  value  of  the  goods  is  £2  or  upwards,  is  one  penny. 

There  is,  however,  another  class  of  delivery  orders,  viz.  those  issued  by  a 
custodier.  In  this  form  of  delivery  order  the  custodier  undertakes  to  de- 
liver the  goods  to  the  holder  of  the  order  or  his  assignee,  and  the  stamp  on 
such  a  document  is  a  3d.  stamp. 

Demurrage  is  the  allowance  or  compensation  due  to  the  owners 
of  a  vessel  by  the  freighter  for  detaining  her  in  port  beyond  the  period 
specified  in  the  charter-party.  There  is  usually  in  all  charter-parties  and 
bills  of  lading  a  clause  providing  that  a  certain  number  of  days,  termed 
'•  running,  or  working,  or  lay  days,"  shall  be  allowed  for  receiving  and 
discharging  a  cargo,  and  that  the  freighter  or  consignee  may  detain  the 
vessel  for  a  further  specified  period  on  payment  of  so  much  per  day,  called 
"  demurrage."  The  term  "  running  days  "  includes  every  day,  while  "  days  " 
mean  running  days,  unless  usage  establish  a  contrary  meaning.  "  Working 
days,"  on  the  other  hand,  exclude  Sundays  and  custom-house  holidays. 
A  part  or  fraction  of  a  day  is  reckoned  as  a  whole  day,  while  if  the  de- 
murrage money  is  at  so  much  per  hour,  that  includes  day  and  night. 

Jas.  Campbell  Irons. 

Departmental  Accounts. — In  a  business  having  various 
departments  the  transactions  are  so  recorded  that  the  gross  profit  on  each 
department  may  be  brought  out  in  the  accounts.  The  sales  and  purchases 
are  analysed  by  means  of  columns  in  the  books,  and  transfers  of  stock  from 
one  department  to  another  are  also  recorded  during  the  year.  At  the  end 
of  the  financial  year  the  stock  of  goods  in  each  department  is  valued 
separately.  By  this  means  the  gross  profit  and  percentage  of  gross  profit 
in  each  department  is  ascertained.  It  is  not  often  the  case  that  the  net 
profit  on  each  department  is  ascertained,  as  it  would  necessitate  the  splitting 
up  of  all  charges  not  directly  chargeable  to  any  particular  department. 

Departmental  accounts  are  used  for  the  purpose  of  comparing  one 
department  with  another  as  regards  the  sales  and  percentage  of  gross  profit 
made.  The  gross  profit  on  each  department  is  brought  into  the  credit  of  a 
Profit  and  Loss  Account,  which  is  debited  with  all  the  indirect  charges  not 
chargeable  to  any  one  department. 
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Deposit. — The  word  deposit  is  used  to  denote  the  whole  amounts 
lodged  in  a  bank  from  outsiders.  It  is  also  used  specially  to  denote  money 
lodged  at  interest  and  not  subject  to  cheques  at  sight,  but  only  repayable  to 
the  depositor  on  the  deposit  receipt  which  is  given  against  every  sum  so 
paid  into  the  bank  being  given  up.     (See  "  Deposit  Beceipts.") 

Deposit  Receipts,  Deposit  Note,  Accountable 

Receipt. — Deposit  receipts  were  first  introduced  by  the  Bank  of 
Scotland  in  1729,  when  interest  was  allowed  on  deposits  "on  the 
Treasurer's  bond."  It  was  not,  however,  until  the  year  1810  that  the 
present  system  of  deposit  receipts  was  inaugurated  also  by  the  Bank  of 
Scotland.  In  England  the  practice  of  allowing  interest  on  deposits  was  of 
later  growth.  At  present  there  is  no  material  difference  in  form  between 
deposit  receipts  or  notes  issued  by  the  English  and  Scotch  banks,  except 
that  in  England  the  banks  stipulate  for  a  certain  notice  before  payment, 
varying  from  a  few  days  to  a  calendar  month,  according  to  the  usage  of 
different  banks  and  localities — a  stipulation  not  always  enforced ;  while  in 
Scotland  the  money  is  payable  at  call.  Interest,  even  although  not  stated 
to  be  payable,  is  paid  by  all  bankers. 

Contract  embraced  in  Deposit  Beceipts. — It  is  settled  that  the  terms  of 
the  receipt  are  not  conclusive  evidence  as  to  the  ownership  of  the  money, 
nor  as  to  the  rights  of  two  or  more  creditors.  As  between  such  joint- 
creditors  the  terms  of  deposit  receipts  are  neither  evidence  of  contract  nor 
of  right  to  the  sum  deposited  {Dinivoodie,  1895,  23  E.  234).  As  between 
depositors  and  the  bank,  however,  they  are  a  contract,  and  prima  facie  the 
terms  of  the  contract  are  those  which  the  receipt  according  to  ordinary 
interpretation  expresses.  If  a  bank  receives  money  on  deposit  it  must 
give  a  receipt  in  the  terms  asked,  whether  in  name  of  the  depositor  or 
depositors,  or  one  or  more  of  them,  or  of  a  third  party,  and  has  no  right  to 
inquire  to  which  of  the  parties,  if  any,  the  money  belongs.  The  bank's 
duty  is  to  pay  the  money  received  to  the  party  to  whom  it  is  made  pay- 
able unless  prevented  by  an  order  of  Court.  Belief  or  even  knowledge  of 
the  banker  that  the  payee  in  the  deposit  receipt  is  not  the  true  owner  of 
the  money  will  not  excuse  a  refusal  to  pay  in  terms  of  the  receipt  or  note. 
Thus  in  a  recent  Scotch  case  a  deposit  receipt  was  granted  by  a  bank  to 
A  and  B  payable  to  either  or  the  survivor  of  them.  On  B  presenting  the 
receipt  payment  was  refused  on  the  ground  that  A  was  largely  indebted  to 
the  bank ;  that  the  money  truly  belonged  to  A,  and  that  the  bank  was 
entitled  to  retain  the  sum  due  under  the  deposit  receipt  in  security  of  the 
debt  due  by  A.  In  an  action  by  B,  with  the  concurrence  of  A,  it  was 
decided  that  the  obligation  undertaken  by  the  bank  was  to  pay  to  either 
party  in  the  absence  of  notice  from  either  to  the  contrary,  and  that  they 
were  not  entitled,  when  payment  was  demanded  by  B,  to  retain  the  sum 
due  under  the  receipt  in  security  of  a  claim  against  A,  whether  the  money 
was  or  was  not  the  property  of  A  {Anderson  v.  North  of  Scotland  Bank, 
1901,  4  F.  49).  But  any  creditor  in  a  receipt  in  similar  terms  to  the  above 
may  intimate  to  the  bank  that  payment  is  not  to  be  made  without  his 
indorsation,  and  such  an  intimation  must  be  given  effect  to  even  although 
the  receipt  be  produced  for  payment  bearing  the  other  depositor's  indorsa- 
tion. If  the  depositor  intimating  dies  before  payment  the  receipt  must  be 
endorsed  by  his  executors. 

Any  condition  on  the  face  of  the  receipt,  whether  in  the  actual  receipt 
or  prefixed  or  appended  thereto,  e.g.  in  England  as  to  rate  of  interest  and 
notice  for  repayment,  or  in   Scotland   requiring  the  indorsation  of  the 
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depositor,  forms  part  of  the  contract  with  the  bank,  aiid  must  be  complied 
with.  When  a  receipt  is  lost  or  mislaid,  it  is  usual  for  the  bank  after  the 
lapse  of  a  reasonable  lime  to  pay  the  sum  contained  in  it  on  the  discharge 
and  guarantee  of  the  depositor  and  an  approved  guarantor. 

Negotiation  of  Receipts. — A  deposit  receipt  is  not  in  itself  a  negotiable 
document  capable  of  beiug  transmitted  by  mere  indorsation,  so  as  to  confer 
on  the  indorsee  right  to  the  fund  represented  by  it.  In  an  English  case 
where  there  was  no  condition  to  the  contrary,  it  was  held  that  a  deposit 
note  passed  by  delivery,  and  required  no  assignment  ( Woodhams,  3  Giff. 
238).  In  Scotland  delivery  merely  implies  a  mandate  to  uplift  the  fund 
on  behalf  of  the  owner. 

Cheque  drawn  against  Deposit  Receipt. — A  bank  is  not  bound  to  honour 
a  cheque  drawn  on  it  where  the  only  funds  of  the  drawer  in  the  bank's 
possession  are  those  contained  in  a  deposit  receipt. 

Forged  Indorsement. — As  the  bank  is  accountable  to  the  depositor,  it  is 
the  duty  of  the  bank  to  be  satisfied  as  to  the  identity  and  lona  fides  of  the 
person  to  whom  repayment  is  made.  Accordingly,  where  the  bank  paid 
the  sum  in  a  deposit  receipt  on  a  forged  signature  to  a  third  party — even 
though  that  third  party  was  the  known  agent  of  the  depositor — it  was 
found  liable  in  repetition  of  the  sum  (Pearce,  2  Hare  286 ;  Forbes  Exec,  16 
D.  807). 

Stamp  Duty. — Where  the  deposit  receipt  bears  that  the  money  is  to  be 
accounted  for  to  the  person  from  whom  it  is  received,  it  is  exempt  from 
stamp  duty.  In  all  other  cases  a  stamp  of  one  penny  on  issue  is  necessary, 
and  in  all  cases  the  receipt  is  liable  to  stamp  duty  of  one  penny  on  being 
discharged,  if  the  amount  paid  is  £2  and  upwards. 

Donation  mortis  causa  of  Deposit  Receipts. — The  cases  which  have  come 
before  the  Courts  with  regard  to  deposit  receipts  have  been  most  frequently 
those  where  the  question  at  issue  was  whether  or  not  there  was  a  donation 
mortis  causa  of  the  sums  represented  by  the  receipts.  It  is  established  in 
both  England  and  Scotland  (in  re  Dillon,  L.R.  44,  Ch.  D.  76 ;  Macfarlane's 
Trustees,  25  K.  1201)  that  a  deposit  receipt  is  a  good  subject  of  donation 
mortis  causa,  but  a  consideration  of  the  legal  principles  applicable  to  such 
donations  is  outwith  the  scope  of  the  present  article.  Generally  stated, 
however,  to  determine  if  there  has  been  an  effectual  donation  mortis  causa, 
the  following  requisites  must  co-exist :  (1)  the  deposit  receipt  must  be 
endorsed  by  the  creditor  therein  named;  (2)  there  must  be  the  animus 
donandi ;  (3)  delivery;  and  (4)  the  gift  must  be  made  in  contemplation  of 
death.  A  deposit  receipt  does  not,  however,  fall  within  the  description 
"securities  for  money"  in  a  will  {Hopkins,  L.R.  19,  Eq.  222). 

Depreciation,  in  relation  to  accounts, affects  both  capital  account 
and  profit  and  loss  account.  In  respect  of  capital,  it  is  the  measure,  as 
between  an  earlier  and  a  later  date,  of  the  reduction  in  value  of  any  given 
property.  In  relation  to  profit  and  loss  it  enters  as  an  element  in  the  cost 
of  manufacture  represented  by  the  deterioration  by  wear  and  tear,  decay, 
or  reduction  of  value  arising  by  reason  of  age  and  use  of  buildings,  fixed 
and  loose  machinery  and  plant  of  every  description  employed  in  the  pro- 
duction of  things  produced  for  sale  or  disposal  in  the  ordinary  way  of  trade. 
In  the  ultimate  result  of  this  employment,  buildings,  machinery,  and  plant 
are,  in  their  nature,  an  element  in  the  cost  of  production  of  any  given 
article  of  trade,  manipulated  or  manufactured,  just  as  are  all  other  articles 
and  things  consumed  in  the  process  of  manufacture.  The  immediate  point 
of  difference,  at  the  time  of  the  taking  of  an  account,  between   actual 
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material  consumed  directly  and  immediately  in  a  manufacturing  process 
and  depreciation  or  consumption  of  plant  is,  that  the  former  is  capable  of 
being  weighed  and  measured,  and  its  cost  ascertained  and  charged  with 
precision,  whilst  the  extent  to  which  the  buildings  and  machinery  employed 
have  been  consumed  cannot  be  identified  with  precision.  Such  consumption 
(depreciation)  has  thus  of  necessity  to  be  estimated  in  the  making  up  of  a 
periodical  account. 

The  practical  question  in  connection  with  this  subject  is,  the  determina- 
tion of  the  true  assessing  of  depreciation  as  an  element  in  the  cost  of 
production,  and  the  bringing  into  the  balance-sheet,  co-relative  with  the 
manufacturing  account,  of  a  true  value  representing  the  unconsumed 
residue  of  buildings  and  plant  in  the  same  way  as  the  unconsumed  materials 
and  stores,  commonly  called  stock  in  trade,  are  enumerated  amongst  the 
assets.  As  a  matter  of  fact,  the  identity  of  principle  in  the  charging  of 
material  and  depreciation  is  frequently  lost  sight  of  in  the  drawing  up  of 
trading  accounts.  It  is  a  very  common  practice  to  introduce  into  the 
trading  or  profit  and  loss  account  the  value  of  the  stock  in  hand  at  the 
commencement  of  the  period  on  one  side  of  the  account,  and  the  value  at 
the  end  of  the  period  on  the  other  side  of  the  account.  To  do  so  is  to 
introduce  items  representing  elements  of  capital,  which,  strictly  and 
directly,  appertain  to  the  balance-sheet  only.  The  trading  or  profit  and 
loss  account  should  record  on  the  one  side  that  which  has  actually  been 
consumed,  incurred,  or  expended  in  the  production  of  that  which  has  been 
sold  and  parted  with  in  producing  the  amount  of  realisations  as  stated  on 
the  other  side.  The  profit  and  loss  account  ought  to  take  no  cognisance  of 
existing  values,  only  of  those  which  have  been  used  and  exhausted  and  have 
disappeared.  If  stock  values  are  brought  into  trading  accounts,  why  not 
buildings  and  machinery  values  as  well  ?  It  is  very  seldom  that  the  values 
of  works  and  plant  are  found  in  trading  or  profit  and  loss  accounts,  but 
this  would  be  analogous  to  the  introduction  of  stock  values.  The  differ- 
ence between  the  value  of  buildings  and  plant  at  the  commencement  and 
close  of  the  trading  period  representing  exhausted  value  is  charged  under 
the  name  of  depreciation.  In  tKe  same  way  the  materials  and  stores  to 
the  value  consumed  should  be  stated,  and  not  their  value  at  the  commence- 
ment and  close  of  the  trading  period.  The  mode  of  stating  trading  or 
manufacturing  accounts  here  objected  to  stands  in  the  way  of  working  out, 
on  the  face  of  the  account,  the  percentages  of  cost  of  the  different  kinds  of 
materials  used  in  the  process  of  manufacture — a  most  useful  and  necessary 
feature  in  account  keeping. 

The  constancy  of  the  amount  charged  for  depreciation  in  any  given 
account  depends  upon  several  considerations,  and  variations  are,  in  actual 
practice,  frequently  made  between  one  year  and  another — sometimes  for 
legitimate,  sometimes  for  personal  and  illegitimate  reasons  in  violation  of 
fixed  principle  and  rule.  Amongst  the  legitimate  reasons  for  variation  of 
the  amount  charged  for  depreciation  may  be,  regard  for  the  proportion  of 
the  period  covered  by  the  account  during  which  any  given  machinery  has 
been  run  and  subjected  to  wear  and  tear,  a  variation  of  the  quantity  of 
goods  produced  and  of  the  kind  of  goods  produced  ;  or  the  demand,  founded 
upon  actual  experience,  for  the  rectification  of  any  error  in  the  rate  charged 
in  the  past ;  or,  the  supersession  of  unexhausted  machinery  by  new  and 
improved  machinery.  Amongst  the  unsound  reasons  for  the  variation  in 
the  rate  of  charge  may  be  reckoned — variation  following  the  amount  of  the 
profit  or  loss  result  of  the  period  covered  by  the  account.  In  words  often 
employed,  "  How  much  can  we  afford  to  write  off  this  time  for  deprecia- 
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tion  ? "  or,  because  the  machinery  is  new  and  good  and  has  not  really 
deteriorated  in  value. 

As  to  curtailing  the  amount  of  depreciation  charged  at  a  given  rate  per 
annum  out  of  consideration  for  the  fact  that  the  mill  has  been  stopped  for 
a  portion  of  the  period  covered  by  the  account,  many  considerations  may 
affect  the  legitimacy  of  varying  the  amount  of  this  charge.  It  may  relate 
to  heavy  machinery  which  would  only  be  affected  by  actual  work  done 
upon  material  turned  out  of  the  factory,  and  needing  only  the  protection 
of  a  coating  of  tallow  to  preserve  it  in  perfect  condition.  It  might  be,  on 
the  other  hand,  line  machinery,  such  as  is  employed  in  the  textile  trades, 
which  machinery  may  be  subject  to  even  greater  depreciation  by  the  cor- 
roding conditions  appertaining  to  a  standing  mill,  than  by  the  ordinary 
productive  wear  and  tear.  There  are  cases  in  which  to  keep  machinery  in 
condition  it  is  necessary  not  only  to  spend  money  on  fuel  to  maintain  the 
premises  at  a  certain  temperature,  but  to  actually  get  up  steam  and  run 
the  empty  machinery  periodically  in  order  to  keep  it  in  condition,  and  even 
then  the  benefit  of  the  polishing  effect  of  the  material  it  ought  to  be  work- 
ing may  be  lost.  So  that,  in  some  trades,  in  which  deterioration  arises 
wholly  or  partly  by  effluxion  of  time,  the  stoppage  or  running  of  machinery 
on  short  time  may  not  warrant  any  abatement  in  the  annual  rate  of  the 
charge  which  ought  to  be  made  for  depreciation.  In  trades  in  which  the 
machinery  employed  is  affected  wholly,  or  mainly  in  proportion  to  quantity 
of  production,  the  amount  of  depreciation  charged  may  be  varied  according 
to  time  worked,  or  may  even  be  made  a  tonnage  charge.  But,  alike  in 
respect  of  all  machinery,  whether  that  affected  by  time  only,  or  by  quan- 
tity of  work  done,  the  risk  of  supersession  almost  always  applies.  Almost 
all  machinery  is  liable  to  become  obsolete,  so  that,  even  when  only  subject 
to  depreciation  by  actual  employment,  time  is,  to  that  extent,  as  in  other 
cases,  also  an  element  of  cost.  It  may  be  open  to  question  whether  loss 
arising  by  supersession  is  a  capital  loss  or  a  revenue  loss,  but,  in  all  prudent 
trading,  it  ought  to  be  given  effect  to  in  revenue  account  by  a  sufficiently 
comprehensive  charge  under  the  head  of  depreciation. 

As  to  a  variation  in  the  rate  of  depreciation,  as  between  one  year  and 
another,  in  the  absence  of  any  concurrent  variation  of  physical  condition, 
and,  because  experience  has  shown  that  the  charge  made  in  the  past  has 
been,  either  more  or  less  than  sufficient  to  provide  against  the  period  of 
complete  exhaustion  after  taking  into  account  the  amount  of  the  estimated 
residue  of  value  of  machinery  on  being  ultimately  cleared  out  of  the  mill, 
it  is  not  only  legitimate  but  obligatory  to  rectify  the  rate  for  the  remainder 
of  the  period.  Certain  dangers  have,  however,  to  be  guarded  against  in 
such  cases.  For  instance,  in  the  case  of  the  charge  for  depreciation  being 
suspended  for  a  period  by  reason  of  preceding  overcharges,  goods  may, 
during  that  period  of  suspension,  be  sold  at  a  lower  rate  than  normal,  and 
the  level  of  prices  be  permanently  lowered.  Accurate  current  costing  is 
essential  to  successful  trading  in  articles  of  manufacture,  and  if  deprecia- 
tion, which  is  one  of  the  elements,  and  in  many  cases  a  very  large  element, 
of  cost,  is  materially  overcharged  in  ascertaining  cost,  the  pricing  for  sale 
may  be  so  augmented  as  to  prejudice  the  volume  of  goods  sold.  If,  on 
the  other  hand,  depreciation  should  be  short  charged,  and  the  margin  of 
profit  be  very  narrow,  goods  may,  in  the  result,  be  inadvertently  sold  at  a 
loss  instead  of  the  expected  profit. 

As  to  the  varying  of  the  rate  or  amount  of  depreciation  according  to 
"what  can  be  afforded,"  that  is  beyond  question  unsound,  inasmuch  as 
depreciation,  as  an  element  of  cost,  is  a  fact,  it  can  be  neither  more  nor  less 
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than  a  fact  because  the  result  of  the  year's  operations  has  been  a  loss  or  a 
profit.  Even  though  the  exact  measure  of  depreciation  cannot  be  ascertained, 
and  some  latitude  may  be  allowed  for  judgment  and  experience  not  yet 
realised,  the  day  must  inevitably  come  when  the  deteriorated  condition  of 
machinery  becomes  obvious,  time  proving  that  insufficient  provision  has 
been  made  for  the  day  when  the  machinery  can  no  longer  do  its  work 
efficiently.  The  life  is  done,  and  no  sufficient  life  insurance  premium  has 
been  passed  through  the  accounts  of  the  past. 

There  are  occasionally  cases  in  which  excessive  charges  for  depreciation 
made  in.  good  times  have  been  recredited  to  profit  and  loss  account  in  bad 
times.  It  is  very  seldom,  if  ever,  that  this  can  be  justified.  An  account 
so  credited  certainly  does  not  exhibit  the  true  working  of  the  period  in 
question,  and,  if  the  effect  be  to  bring  the  profit  and  loss  account  into  a 
position  to  justify  the  payment  of  a  dividend  which  otherwise  would  not 
have  been  allowable,  it  is  very  dangerous,  and  throws  suspicion  upon  the 
bond  fides  of  the  motive  for  such  an  adjustment. 

By  way  of  verifying  the  sufficiency  of  the  rates  of  depreciation  charged 
over  a  given  number  of  years  in  the  case  of  factories,  it  is  desirable  that  a 
periodical  valuation  of  the  works  should  be  made.  This  may  be  specially 
useful  in  enabling  timely  correction  to  be  made  in  cases  where  such  a 
valuation  shows  that  the  rates  charged  in  the  past  have  been  insufficient, 
but,  in  the  reverse  case,  a  valuation  may  prove  to  be  a  very  dangerous 
thing.  Some  plants  lend  themselves  to  another  mode  of  testing  the 
sufficiency  of  the  charge  made  for  depreciation  over  a  number  of  years,  as, 
for  instance,  in  the  case  of  a  spinning  mill  or  a  weaving  mill.  The  price  at 
which  the  value  of  the  property  stands  in  the  books,  worked  out  per  spindle 
or  per  loom,  will  show  to  what  extent  the  value  per  spindle  or  per  loom  has 
decreased  or  by  chance  increased,  as  between  one  period  and  another.  A 
valuation  is,  after  all,  a  matter  of  opinion  and  judgment,  and  different 
persons  called  in  often  do  arrive  at  very  different  valuations,  even  in 
cases  where  there  are  no  two  interests  to  serve.  Even  though  such  a 
valuation  may  justify  and  call  for  a  modification  of  the  rates  of  depreciation 
charged  in  the  past,  or  perhaps  complete  suspension  in  cases  where  there 
has  been  over- depreciation,  the  sounder  course  is  (if  the  amount  of  the 
excess  charged  is  to  be  restored  in  account)  that  a  special  "  depreciation 
reserve"  be  created,  as  against  the  placing  of  any  such  more  or  less 
uncertain  and  intangible  item  to  the  credit  of  profit  and  loss  account,  as 
might  be  done  under  the  plausible  argument,  that,  inasmuch  as  the  excess 
depreciation  has  been  charged  to  profit  and  loss  account,  profit  and  loss 
account  should  have  restored  to  it  the  amount  of  that  which  ought  not  to 
have  been  so  charged.  Such  a  mode  of  treatment  would  be  dangerous,  and, 
except  in  any  extreme  and  obvious  case  of  over-depreciation,  is  altogether 
objectionable.  There  are  other  reasons  than  those  already  mentioned  which 
also  serve  to  point  out  and  emphasise  the  importance  of  a  just  assessment  of 
depreciation ;  for  instance,  the  effect  upon  the  amount  recoverable  in  the 
event  of  a  fire,  the  effect  upon  vendor  and  purchaser  respectively  in  the 
negotiation  of  the  sale  and  purchase  of  a  business  property,  and  the  ascer- 
taining of  the  true  profits  in  the  event  of  the  admission  of  a  partner,  and 
the  fixing  of  the  amount  of  goodwill  in  either  of  the  two  last-named  events. 
On  the  one  hand,  it  behoves  the  purchaser  or  incoming  partner  to  see  that 
the  apparent  profits  have  not  been  inflated  by  a  short  charge  for  deprecia- 
tion ;  and  on  the  other,  the  retiring  proprietor  or  continuing  partner  is 
concerned  to  see  that  the  profits  have  not  been  unduly  depleted  by  excessive 
depreciation.     In  the  case  of  such  transactions  the  pecuniary  incidence  is 
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not  merely  affected  by  the  actual  short  charge  in  a  particular  year,  or  in 
the  amount  appearing  in  the  books  as  the  value  of  the  plant.  Any  error 
in  the  amount  charged  for  depreciation  may  take  double  and  multiple 
effect,  firstly,  in  respect  of  the  amount  at  which  plant  stands  in  the  books; 
and,  secondly,  in  the  amount  of  the  annual  profit  as  stated  in  account,  and 
in  the  multiplication  of  the  amount  of  error  in  the  fixing  of  goodwill  at 
the  given  number  of  years'  purchase.  It  is  to  be  feared,  however,  that  for 
every  case  in  which  depreciation  has  been  overcharged  there  are  many 
cases  in  which  it  is  undercharged.  Many  an  in-goer  has  discovered  too 
late  that  the  plant  in  which  he  has  acquired  an  interest  is  much  more  worn 
than  the  books  would  indicate,  the  disaster  to  him  being  intensified  by  the 
fixing  of  the  goodwill  upon  the  basis  of  the  account  so  proving  to  have 
been  insufficiently  charged  in  respect  of  depreciation.  This  has,  no  doubt, 
often  been  the  state  of  the  case  in  the  conversion  of  private  concerns  into 
public  limited  companies. 

This  suggests  to  accountants  called  in  to  make  the  investigations  in  the 
event  of  such  transfer  of  interest,  the  necessity  of  well  considering  in  their 
investigation  of  past  accounts,  in  cases  where  the  accounts  constitute,  in 
whole  or  part,  the  basis  upon  which  the  purchase  money  is  fixed,  the  im- 
portance of  the  element  of  depreciation  as  charged  in  the  accounts  under 
investigation.  This,  of  course,  applies  in  degree  of  importance,  in  the  pro- 
portion which  plant  and  machinery  bear  to  the  volume  of  business  done ; 
it  is  a  large  element  in  the  case  of  a  factory;  it  may  be  a  very  small 
element  in  the  negotiation  of  the  transfer  of  the  business  of  a  merchant 
dealing  only  in  the  product  of  the  factory,  the  goods  from  which  pass 
rapidly  through  his  hands  in  the  buying  and  selling  of  that  which  has  only 
to  be  handled,  so  to  speak,  on  the  counter. 

The  effect  of  short  or  overcharged  depreciation  in  the  case  of  a  fire  has 
been  referred  to.  The  machinery  may  have  been  destroyed,  and  the  books 
of  account  may  be  important  evidence  of  value.  In  the  case  of  short 
depreciation  having  been  charged  the  insured  may  benefit  at  the  expense 
of  the  insurance  company.  In  the  case  of  overcharge,  and  especially  a  long 
period  of  overcharge,  the  insured  may  be  greatly  prejudiced.  Again,  in 
the  case  of  sale  and  purchase,  take  a  known  case  in  which,  under  the  in- 
fluence of  a  period  of  great  prosperity,  machinery  worth  the  value  of 
£70,000  as  properly  depreciated,  had  been  actually  written  down  to  £20,000. 
It  might  be  difficult  to  convince  a  purchaser  that  the  higher  value  was  the 
truer  value.  The  idea  that  the  recovery  of  such  a  difference  in  value 
would  also  have  its  influence  in  the  minds  of  both  buyer  and  seller  in  the 
making  of  the  bargain  might  also  affect  the  amount  ultimately  agreed 
upon.  The  amount  recovered  in  the  case  of  a  fire  might  be  affected  in  the 
like  circumstances.  It  is  true,  fire  loss  assessors  do  not  limit  their  assess- 
ment of  loss  upon  the  evidence  of  the  books  of  the  insured,  but  rather  from 
their  own  knowledge  of  cost  and  value  having  regard  to  depreciation. 
But  all  the  foregoing  illustrations  and  considerations  serve  to  show,  in 
their  respective  degrees,  the  importance  of  accuracy  in  the  fixing  of  the 
rates  of  depreciation  charged  in  the  making  up  of  the  trading  and  profit 
and  loss  accounts  in  the  current  working  of  a  manufacturing  business, 
and  of  the  representation  in  the  ledgers  and  ultimate  balance-sheet,  of  the 
true  values  as  nearly  as  they  can  be  ascertained  as  appertaining  to  the 
time  being. 

As  to  the  case  in  which  the  assessment  of  the  rate  of  charge  for  depre- 
ciation is  made  according  to  the  age  of  the  machinery,  a  true  apprehension 
of  the  real  nature  of  depreciation  will  serve  to  show  the  fallacy  of  so  doing. 
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It  is  not  infrequently  argued  that  little,  if  any,  depreciation  need  be  charged 
in  the  first  few  years  of  the  use  of  buildings  and  machinery,  on  the  ground 
that  such  plant  is  "  as  good  as  new,"  and  worth  as  much  as  on  the  day 
it  was  first  put  into  use.  This  fallacy — if  put  into  practice — may  lead  to 
great  disappointment  and  future  trouble.  To  the  extent  that  depreciation 
is  short  charged  against  the  profits  of  a  concern  in  the  earlier  years  a  greater 
charge  will  have  to  be  made  in  the  later  years,  and,  in  like  proportion,  the 
apparent  profits  (apart  from  other  causes  affecting  profits)  must  be  less  in 
the  later  than  in  the  earlier  years.  If  anything,  a  greater  charge  ought  to 
be  made  in  the  earlier  than  in  the  later  years,  for,  after  all,  so  far  as  build- 
ings are  concerned,  they  having  been,  in  most  cases,  constructed  for  the 
special  purpose,  are  not  worth  as  much  for  any  other  purpose  in  the  event 
of  the  business  for  which  they  were  constructed  being  discontinued  within 
the  natural  term  of  the  "  life  "  of  such  business,  and,  so  far  as  the  other 
plant  and  special  machinery  are  concerned,  such  plant  and  machinery  are, 
apart  from  other  considerations,  second  hand  after  the  first  day's  actual 
work.  Other  considerations  are,  that,  in  the  contingency  of  anything 
arising  to  curtail  the  full  term  of  life,  that  part  of  their  cost  represented  by 
foundations,  the  labour  of  fixing  in  their  original  position,  carriage,  and 
numerous  items  of  incidental  expenses,  is  entirely  lost  and  must  be  written 
off.  Further,  as  affecting  the  comparative  profits  of  the  concern  as  between 
its  earlier  and  later  years,  it  must  not  be  overlooked  that,  as  building,  plant, 
and  machinery  get  older,  the  cost  of  ordinary  repairs  becomes  greater  year 
by  year,  and  still  further  that,  in  most  cases,  production  may  become  less 
in  quantity,  and  the  selling  price  reduced  by  inferiority  in  the  quality  of 
the  goods  produced  as  compared  with  the  quality  of  the  goods  produced 
when  the  machinery  was  new.  The  prudent  manufacturer  will  bear  all  these 
things  in  mind  in  fixing  the  original  rates  of  depreciation,  and  not  allow 
himself  to  be  tempted  into  a  fool's  paradise  by  handicapping  the  future, 
with  all  its  contingencies,  unknown  as  well  as  known,  in  favour  of  the 
present,  which  is  known.  On  the  other  hand,  the  argument  is  sometimes  met 
with,  that  machinery  is  so  old  that  all  further  depreciation  is  needless.  That 
is  only  true  when  machinery  is  reduced  in  account  to  its  actual  scrap  value. 
Assuming  a  standard  of  quality,  machinery  has  a  certain  working  life,  and, 
apart  from  certain  special  contingencies,  such  as  fire  or  supersession,  experi- 
ence serves  to  fix  the  term  of  that  efficient  life.  The  term  "  efficient  life  " 
is  employed,  because  in  most  machinery  there  is  a  residue  of  value.  When 
the  period  of  efficiency  has  been  reached  the  machinery  may  be  disposed  of 
only  as  scrap,  and  the  final  test  of  the  accuracy  of  the  assessment  of  depre- 
ciation during  efficient  working  life  will  be,  the  degree  of  approximation 
the  amount  actually  realised  for  the  residue  of  the  machinery  thrown  out 
of  use  bears  to  the  balance  of  the  machinery  account  as  standing  in  the 
books. 

This  leads  to  the  inquiry  as  to  the  true  principle  upon  which  the  rates 
of  depreciation  ought  to  be  ascertained  and  fixed.  The  first  thing  to  be 
ascertained  is,  the  amount  to  be  provided ;  say,  for  example,  that  experience 
has  shown  that  the  life  of  a  certain  plant  is  approximately  twenty  years, 
and  that  at  the  end  of  that  period  there  should  be  a  residue  of  value  of 
approximately  15  per  cent  of  its  original  value.  What  annual  charge  will 
be  necessary  to  write  off  the  85  per  cent  in  twenty  years  ?  The  answer  to 
this  question  must  be  deferred  until  it  has  been  determined  how  the 
annual  charge  should  be  made,  for  there  are  more  ways  than  one,  and 
there  is  no  universal  usage. 

It  may  be  done,  (a)  by  way  of  an  equal  annual  sum  charged  over  a 
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given  number  of  years ;  (b)  by  charging  a  fixed  rate  of  depreciation  upon 
the  amount  as  diminished  year  by  year ;  (c)  by  the  annual  charge  of  a 
sinking  fund,  which,  invested  at  a  given  rate  of  interest,  would  redeem  the 
capital  expended  in  a  given  number  of  years ;  or  (d)  by  the  creation  of  a 
special  reserve  fund  built  up  out  of  an  annual  charge  to  profit  and  loss 
account.  Either  of  the  two  (c)  and  (d)  funds  would,  subject  to  changes 
of  value,  change  of  plant,  and  other  contingencies  of  the  future,  provide  a 
fund  out  of  which  the  worn-out  plant  might  be  replaced  by  new. 

It  may  be  said  that  the  residue  of  value  is  seldom,  if  ever,  taken 
expressly  into  account  in  the  fixing  of  rates  of  depreciation.  When  the 
system  of  writing  down  the  cost  of  a  plant  by  equal  annual  instalments  is 
adopted,  the  amount  fixed  ought  to  be  the  difference  between  first  cost  and 
estimated  ultimate  value  of  residue,  and  not  on  the  whole  original  cost,  as 
in  the  case  of  the  lease  of  a  landed  property  in  which  there  is  no  residue  of 
value. 

The  same  remark  attaches  to  the  application  of  an  annual  sinking-fund 
charge  in  such  a  case  as  a  colliery,  in  which  there  will  be  a  realisable 
residue  of  value,  although  the  bulk  of  the  expenditure  in  sinking  pits  and 
opening  the  workings  must  be  redeemed  within  the  term  of  life,  whether 
limited  by  lease  or  the  quantity  of  workable  minerals.  The  sinking  fund 
principle  is  especially  applicable  in  the  case  of  public  works  established 
with  borrowed  money,  and  will  be  hereafter  dealt  with,  and  does  not 
generally  lend  itself  to  private  concerns  whose  plant  represents  the  outlay 
of  "  own  capital." 

For  these  and  other  considerations,  which  will  be  immediately  considered, 
it  is  held  that  the  most  preferable  method  of  treating  depreciation  is  the 
charging  of  a  given  rate  over  the  whole  period  of  the  life  of  the  plant, 
charged,  not  on  the  original  value,  but  on  the  diminishing  value.  This  method 
recognises  the  fact  that  there  is  always  a  residue  of  value,  and  also  the  fact 
that  machinery  diminishes,  in  realisable  value,  in  a  greater  amount  as  between 
the  time  of  its  first  installation  and  the  end  of  the  first  year's  working  than 
in  any  other  year.  So  that  this  method  has  the  merit  both  of  recognising 
the  residue  of  value,  and,  in  the  incidence  of  the  charge,  follows  the  actual 
as  well  as  the  theoretical  ratio  of  reduced  value. 

The  foregoing  deals  with  depreciation  as  if  the  plant  and  machinery 
were  a  constant  quantity  during  the  period  of  life,  and  as  if  the 
equipment  was  complete  at  the  date  of  the  original  installation,  and  its 
working  efficiency  wholly  terminated  at  a  given  day ;  but  in  the  working 
of  a  factory  this  is  seldom  the  case.  Additions  to  plant  are,  as  a  rule,  con- 
stantly being  made,  and,  in  fact,  the  various  classes  and  kinds  of  machinery 
comprising  the  original  installation  have  not  a  uniform  life,  so  that  in  the 
course  of  a  number  of  years  the  different  items  of  the  inventory  are  under- 
going a  constant  process  of  addition,  displacement,  substitution,  re-instate- 
ment,  or  disposal.  This  affords  an  additional  reason  in  favour  of  the  assess- 
ing of  depreciation  at  a  fixed  rate  in  perpetuity  upon  the  diminishing 
or  fluctuating  value,  in  preference  to  a  fixed  amount  upon  the  original 
value. 

Repairs  and  replacements  are  so  closely  associated  with  the  subject  of 
depreciation  that  they  cannot  be  fully  considered  apart  from  each  other, 
and  there  is  often  room  for  legitimate  difference  of  opinion  as  to  the  fair 
and  proper  treatment  of  special,  if  not  of  ordinary  repairs.  Indeed,  in  the 
matter  of  ordinary  as  well  as  extraordinary  repairs,  it  is  sometimes  held 
that  all  expenditure  upon  the  up-keep  of  a  plant  ought  to  be  capitalised, 
and  a  proportionately  larger  annual  rate  of  depreciation  charged,  so  that 
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the  charge  for  depreciation  and  repairs  may  be  borne  equally  as  between 
one  year  and  another.  The  reason  for  this  may  be  logical  and  consistent 
enough  in  respect  of  the  maintenance  or  replacement  of  certain  machinery, 
the  body  and  framework  of  which  may  have  a  much  longer  life  than  the 
operating  parts — say,  for  instance,  the  case  of  the  respindling  of  cotton 
spinning  mules  or  frames ;  it  may  be  inappropriate  and  in  its  personal 
incidence  unfair  to  charge  the  whole  of  such  partial  instalment  made  for  the 
benefit  of  a  number  of  years  against  the  one  year  in  which  the  expenditure 
happened  to  be  made.  In  cases  of  minor  breakages  it  is  better  and  more 
prudent  to  write  out  the  whole  cost  as  soon  as  incurred.  There  may, 
however,  be  breakages,  as  apart  from  reinstatments,  which  may  be  foreseen, 
of  an  extensive  and  costly  nature,  the  repair  of  which  may  be  for  the  benefit 
of  many  future  years,  and  which,  being  of  an  extraordinary  nature,  may 
fairly  be  treated  as  having  been  provided  for  in  the  annual  charge  of  depre- 
ciation. In  such  cases  it  is  often  decided  to  write  off  the  cost  over  a  given 
number  of  years,  say  three,  five,  or  seven  years,  as  in  the  case  of  the  forma- 
tion expenses  of  a  limited  company,  not  because  there  is  any  residue  of 
value,  but  because  it  is  not  considered  fair  as  affecting  personal  interests 
that  the  profits  of  a  single  year  should  be  made  to  bear  the  whole  incidence 
of  the  cost  of  such  extraordinary  occurrence,  which  cost  is  incurred  for  the 
benefit  of  a  longer  and  indefinite  period.  In  many  such  cases,  say  the 
breakdown  of  a  steam  engine,  which  may  cost  several  thousand  pounds  to 
make  good,  the  bulk  of  the  cost  may  be  represented  by  actual  increase  of 
permanent  value.  Any  such  increase  in  value  may,  without  doubt,  be  fairly 
capitalised  and  the  balance  written  off  to  repairs.  Of  course,  in  the  case  of 
the  cost  of  a  boiler  explosion,  or  the  breakdown  of  an  engine,  covered  by 
insurance,  the  question  does  not  arise  any  more  than  in  the  case  of  a  fire, 
but  there  are  cases  of  costly  replacements  arising  out  of  uninsurable 
accidents,  or  necessary  replacements  of  an  extraordinary  nature  which  are 
not  accidents.  In  private  concerns,  subject  to  a  due  exercise  of  prudent 
judgment,  the  cost  of  such  may  be  spread  over  a  fair  number  of  years. 

The  legal  safety  of  this  course  may  be  questionable  in  the  case  of  limited 
companies,  where  the  payment  of  dividends  may  be  affected  by  such  defer- 
ment, and  perhaps,  to  avoid  challenge  on  the  part  of  shareholders,  it  would 
be  wise  to  provide  in  Articles  of  Association  generally  that,  in  those  cases, 
as  is  usual  in  respect  of  formation  expenses,  that  the  cost  may  be  divided 
as  before  mentioned  over  a  number  of  years. 

It  often  happens  that,  in  the  case  of  highly  prosperous  concerns,  replace- 
ments which  might,  legitimately,  be  capitalised  are,  in  addition  to  full 
depreciation  upon  the  whole  account,  charged  to  profit  and  loss  account 
in  the  year  in  which  they  happen  to  have  been  made,  but,  although  this 
may  be  to  err  "  on  the  right  side,"  it  ought  not  to  be  forgotten  that,  if 
done  beyond  a  reasonable  extent,  it  is  to  wrong  the  persons  interested  in 
the  profits  of  the  time  being  in  the  interests  of  the  proprietors  of  the  future. 

This  practice  prevails  more  perhaps  in  the  case  of  railway  companies 
working  under  the  double  account  system,  the  form  of  accounts  provided 
by  Government,  and  which  form  does  not  provide  for  dealing  with  depre- 
ciation at  all,  but  assumes  the  perpetual  repair  and  maintenance  of  plant 
out  of  revenue.  In  the  case  of  a  railway  company,  it  may  be  that  each 
locomotive  is  treated  individually,  and  is  repaired  and  maintained  out  of 
revenue ;  it  may  be  that,  when  deemed  to  be  no  longer  useful,  it  is  replaced  by 
a  new  and  superior  engine,  worth  perhaps  double  the  value  of  the  one  replaced. 
This  new  engine  may  be  charged  wholly  to  revenue,  or  be  so  charged  to  the 
extent  of  the  value  of  the  original  engine,  and  the  balance  charged  to  capital. 
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The  former  lb  probably  the  more  usual  course,  and  there  are  cases  in  which 
the  value  of  a  working  plant  of  a  railway  company  has  been  improved  by 
adding  to  the  number  of  engines  at  the  expense  of  revenue.  Seeing  that  no 
charge  for  depreciation  is  provided  for  in  the  form  of  account,  this  mode 
of  treatment  may  be  regarded  as  in  some  degree  a  set-off  for  such  legal 
omission. 

It  is,  however,  a  reasonable  provision  for  the  restoration  of  value  lost 
by  general  wear  and  tear,  which  may  very  properly  be  made,  even  though 
not  specifically  called  for  in  the  Government  form  of  account.  The  same 
applies  to  other  works  and  plant  of  railway  companies,  such  as  the  per- 
manent way.  But  in  the  case  of  railways  there  is  much  plant,  such  as 
stations  and  other  buildings,  which  may,  under  the  pressure  of  increasing 
traffic,  become  obsolete,  and  in  their  removal  be  still  represented  in  the 
capital  expenditure  of  the  company  at  their  full  original  value.  There  is 
nothing  in  law  to  oblige  this  to  be  taken  into  account  in  the  charging  of 
the  new  erections,  but,  obviously,  the  true  and  proper  mode  of  treating 
such  replacements  is  the  capitalisation  of  the  whole  amount  of  the  new 
expenditure,  less  the  amount  represented  in  the  capital  expenditure  account 
by  the  dismantled  property. 

Difficulties  and  strenuous  arguments  often  arise  between  managers  of 
all  kinds  of  concerns  employing  machinery  and  plant  and  their  auditors  as 
to  the  rates  properly  chargeable  as  depreciation,  and  as  to  what  portion  of 
additions,  alterations,  or  special  expenditure  ought  to  be  capitalised,  from 
the  personal  interests  of  managers  and  others,  either  the  desire  to  secure 
credit  for  the  results  of  the  individual's  management,  or  because  of  com- 
missions or  bonuses  being  reckoned  upon  results  in  addition  to  fixed  salaries. 
It  is  the  business  of  those  in  the  position  of  chief  responsibility  to  guard 
against  the  effects  of  this  influence.  But  to  some  extent,  and  sometimes  to 
a  very  great  extent,  the  same  personal  influences  often  produce  the  same 
tendency  in  boards  of  directors  as  in  the  case  of  managing  director  and 
managers.  They  all  have  a  natural  desire  to  present  to  the  proprietors  or 
shareholders  of  the  concern  they  control  as  good  a  result  as  possible.  Very 
often  the  payment  of  a  dividend  may  be  rendered  possible  or  impossible 
according  as  the  charge  in  question  may  be  raised  or  reduced. 

It  should,  however,  never  be  forgotten  that  insufficiency  of  present 
charge  is  sometimes  the  rock  upon  which  manufacturing  concerns  are 
ultimately  wrecked.  The  importance  of  the  subject  is  therefore  apparent, 
and  should  there  be  a  doubt  as  to  the  sufficiency  of  any  given  rates  of 
depreciation,  the  benefit,  it  may  be  repeated,  should  be  given  in  favour  of 
the  higher,  rather  than  of  the  lower  suggested  rates. 

The  general  moral  and  pecuniary  responsibility  of  any  false  reckoning 
takes  effect  inevitably  in  the  effluxion  of  time,  but  to  what  extent  legal 
personal  responsibility  might  be  fixed  in  an  action  against  managers, 
directors,  or  auditors  it  is  not  easy  to  anticipate.  The  question  of  rates  of 
depreciation  and  apportionment  of  special  expenditure  are  in  great  measure 
matters  of  opinion  and  judgment,  and,  unlike  the  actual  material  or  stores 

ing  rapidly  through  the  process  of  manufacture,  incapable  of  being 
weighed  and  measured  with  precision.  False  reckoning  has  to  be  of  the 
most  flagrant  character  to  be  proved  to  be  a  legal  fraud.  It  is  well  to  be 
borne  in  mind,  however,  that,  in  the  increasing  responsibility  attaching  to 
all  persons  concerned  in  the  preparation  of  accounts,  an  increasing  risk 
attaches  to  those  responsible  for  their  production  and  certification. 

Should  the  nature  of  the  dealings  of  the  manager  and  directors  respon- 
sible for  the  production  of  the  accounts  of  any  given  concern  coincide  with 
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a  deliberate  minimising  of  the  charges  for  depreciation  coincidently  with  a 
postponement  of  necessary  repairs,  and  an  improper  capitalisation  of  the 
cost  of  alterations  and  renewals,  it  might  be  so  flagrantly  apparent  that  the 
accounts  had  been  so  treated  with  a  view  to  deceive,  and  if  coupled  with 
transactions  in  the  shares  of  the  undertaking  as  to  suggest  stock-jobbing 
motives,  that  grave  legal  and  personal  responsibility  might  be  brought  home 
to  the  managers  and  directors. 

Another  section  of  public  accounts  affected  by  Acts  of  Parliament, 
namely,  the  accounts  of  capital  expenditure  of  municipal  corporations  and 
other  local  authorities,  differ  from  the  Acts  applying  to  railways,  canals,  and 
docks.  Whilst  the  railways  are  worked  by  permanent  capital,  the  expendi- 
ture of  the  local  authorities  upon  public  works  is  raised  by  loan  redeemable 
out  of  the  rates,  generally  over  periods  of  twenty,  thirty,  or  sixty  years. 
In  neither  case  does  the  general  Act,  or  the  Acts  authorising  the  raising  of 
the  money  to  be  expended,  stipulate  for  the  provision  of  depreciation. 
Whilst  in  the  case  of  railway  accounts  depreciation  is  either  ignored  or 
treated  to  some  extent  indirectly,  by  charging  capital  expenditure  to  some 
extent  out  of  revenue,  the  municipal  authorities  very  frequently  apply  the 
sinking  fund  stipulated  in  the  Act  of  Parliament  to  the  writing  down  of 
the  amount  expended  as  if  it  were  depreciation,  until,  when  the  full  term 
for  which  the  loan  and  its  relative  sinking  fund  has  been  accomplished, 
the  value  of  the  property  in  question,  whether  it  be  land  acquired  for 
street  improvements,  public  buildings,  markets,  gas-works,  water- works,  or 
other  property  of  permanent  value,  has  been  extinguished  so  far  as  the  books 
and  accounts  are  concerned,  although  really  existing  at  perhaps  the  full 
value,  or  even  more  than  the  value  of  the  original  expenditure. 

This  course,  however,  has  often  been  defended,  first,  on  the  dicta  that 
the  capital  expenditure  having  all  been  returned,  that  which  was  created 
by  the  loan  money  should  disappear  from  the  accounts  also  upon  the  com- 
pletion of  the  repayment  of  the  loan ;  and,  further,  because  the  parlia- 
mentary accounts  required  to  be  kept  by  municipal  authorities 
recognise  only  receipts  and  payments,  and  do  not  demand  the  production  of 
a  balance-sheet  exhibiting  liabilities  on  the  one  side  and  assets  on  the  other, 
and  still  further,  because  in  some  cases  a  limit  is  placed  upon  the  rate  of 
profit  allowed  to  be  made  upon  the  working  of  the  undertaking  in  respect 
of  which  the  money  was  raised,  which  might  be  affected  and  exceeded  if 
depreciation,  as  well  as  the  sinking  fund  contribution,  were  charged  to  the 
trading,  revenue,  or  profit  and  loss  account. 

The  first  of  these  reasons  must  fall  before  recognition  of  the  fact  that, 
whether  a  works,  say  a  gas-works,  be  carried  on  by  a  private  firm,  a  joint 
stock  company,  or  a  corporation,  the  material  circumstances  and  principles 
affecting  the  property  and  the  carrying  on  of  the  trade  are  and  must  be  the 
same,  irrespective  of  the  proprietorship  and  irrespective  of  whether  the 
original  fund  employed  is  permanently  employed  or  only  borrowed.  As  to 
the  non-imposition  by  Parliament  or  the  Local  Government  Board  upon 
local  authorities  of  the  obligation  to  keep  permanent  capital  accounts,  or 
statements  of  liabilities  and  assets,  that  does  not  excuse  the  keeping  of  full  and 
proper  property  and  trading  accounts  by  such  authorities  acquiring  property 
and  carrying  on  business  as  traders.  It  may  be  observed  that,  in  the  case  of 
many  of  the  larger  corporations  chartered  accountants  have  been,  in  recent 
years,  called  in  to  advise  and  assist,  and  under  that  advice  the  accounts  of 
many  corporations  have  been  arranged  so  as  to  provide  for  not  only  the  state- 
ment of  receipts  and  payments  as  required  by  Parliament,  but  also  income 
and  expenditure  accounts,  with  the  relative  trading  accounts  and  annual 
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balance-sheets,  exhibiting  the  whole  of  the  corporation's  assets  and  liabilities, 
the  balance  between  one  side  and  the  other  representing  either  the  surplus 
or  the  deficit.  In  the  case  of  a  surplus,  the  surplus  is,  in  fact,  the  accumulated 
capital  of  the  corporation,  accumulated  out  of  trading  profit  or  out  of  rates 
applied  in  the  repayment  of  loans,  or  partly  one  and  partly  the  other.  In 
the  case  of  a  deficit  the  amount  remains  to  be  made  up  either  out  of  future 
trading  profits  or  out  of  the  public  rates.  There  has  been  much  confusion 
of  mind  in  relation  to  this  matter,  a  failure  to  distinguish  between  that 
which  is  a  purely  'personal  account,  the  account  of  the  loan  holder,  and  the 
i i n personal  account,  which  is  the  account  of  the  undertaking  whatever  it 
may  be.  The  loan  out  of  which  the  works  have  been  erected  has  been 
borrowed  from  some  person  or  persons  who  have  simply  got  to  be  paid  off. 
The  money  wherewith  the  creditors  have  to  be  repaid  has  to  be  found  by 
the  ratepayers,  either  out  of  the  profit  of  the  undertaking  or  by  a  specific 
rate.  In  any  case  the  property  is  the  property  of  the  local  authority  at  its 
value,  and  its  value  is  the  amount  expended  upon  it,  less  its  depreciation, 
and  the  balance  is  the  amount  of  the  permanent  asset  representing  per- 
manent capital,  and,  accurately  treated,  should  appear  in  the  balance-sheet, 
although  the  loan  and  the  interest  thereupon  has  been  wholly  repaid  and  the 
personal  accounts  extinguished. 

Depreciation  has  to  be  given  effect  to  in  some  cases  under  special  parlia- 
mentary contingencies,  as  in  the  case  of  tramway  and  electric  lighting 
plants.  In  the  Acts  of  Parliament  under  which  tramway  companies  may 
establish  themselves  as  independent  companies  within  the  area  of  a  local 
authority,  "the  local  authority  has  the  right  to  acquire  the  undertaking  at 
the  end  of  twenty-one  years  on  terms  of  paying  the  company  the  value  of 
the  plant  at  the  time  of  transfer,  without  any  regard  to  original  cost,  and 
without  any  consideration  for  goodwill.  A  similar  parliamentary  provision 
applies  to  the  case  of  electric  lighting  undertakings,  except  that  the  term  in 
which  such  right  may  be  exercised  by  the  local  authority  extends  to  forty- 
two  years.  In  these  cases,  especially  in  the  case  of  the  shorter  term,  it 
is  important  that  the  annual  charge  for  depreciation  should  be  taken  very 
seriously  into  consideration  at  the  outset.  There  have  been  cases  in  which 
the  purchase  money  which  the  local  authority  has  been  called  upon  to  pay 
has  fallen  far  short  of  recouping  the  shareholders  of  a  tramway  company. 
It  may  be,  and  in  fact  has  been  in  many  cases  the  fact  that,  at  the  time  of 
transfer  the  rails,  cars,  and  other  plant  and  equipment  are  worth  very  little 
to  the  new  proprietors.  The  system  of  tramway  construction  and  working  has 
so  changed  that  the  rails,  cars,  and  other  plant  are  worth  very  little.  Horse 
power  has  been  superseded  by  steam  power  or  electric  power,  more  especially 
the  latter,  and  it  has  been  found  that  not  only  have  the  rails  been  so  much 
worn  so  as  to  have  little  life  left  in  them  even  for  working  on  the  old 
system,  but  for  the  new  system  heavier  metal  is  required,  as  well  as  new  cars 
in  place  of  the  old  ones  which  have  become  obsolete.  With  the  knowledge 
of  present  circumstances  it  is  now  obvious  that,  in  such  cases,  provision 
should  be  made  by  setting  aside  out  of  revenue  a  sum  sufficient  to  redeem 
the  whole  of  the  capital  expended  upon  works  and  equipment  within  the 
parliamentary  term,  except  the  estimated  scrap  value  at  which  the  under- 
taking might  be  valued  for  transfer  to  the  local  authority  at  the  end  of  the 
term.  Naturally,  as  little  as  possible  will  be  spent  by  the  old  proprietors 
upon  capital  account  towards  the  end  of  the  term,  and  this  affords  relief  to 
some  extent  to  the  incidence  of  the  redemption  charge.  The  life  con- 
tingency in  this  case  should,  in  fact,  be  treated  as  a  lease  after  taking  into 
account  the  realisable  residue.     The  same  remarks  apply  to  the  case  of 
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electric  lighting,  subject  to  the  difference  in  the  term,  and  bearing  in  mind 
that  although  the  term  is  longer  the  contingency  of  the  original  plant  being 
superseded  by  improved  plant,  in  the  case  of  a  so-newly-applied  discovery, 
is  greater  in  proportion  to  the  length  of  the  period.  Once  transferred  to  the 
local  authority,  what,  for  the  purposes  of  depreciation,  was  formerly  in  the 
position  of  a  leasehold,  now  becomes  of  the  nature  of  a  freehold.  The  con- 
tingency of  transfer  drops  out  as  a  factor  in  the  fixing  of  the  rates  of 
depreciation.  The  question  is  whether,  as  in  the  case  of  railways,  the  needs 
of  the  case  are  not  met  by  the  maintenance  of  the  permanent  way  and 
plant  out  of  revenue,  as  in  the  case  of  the  great  railways  and  other  per- 
manent undertakings.  Opinions  may  differ  on  the  point,  but  inasmuch  as, 
generally,  the  whole  of  a  municipal  tramway  plant  is  of  the  same  date  of 
origin,  it  will  naturally  need  renewal  at  a  common  date,  and  this  being  so, 
it  is  obvious  that  unless  provisions  were  made  year  by  year,  by  the  regular 
setting  aside  out  of  revenue  of  a  contribution  to  a  renewal  fund,  a  disastrous 
situation  might  be  created.  The  original  capital  would  have  been  exhausted, 
and  the  value — a  false  value — would  still  stand  in  the  books.  Such  annual 
provision  must  therefore  be  made ;  whether  it  be  called  depreciation  fund  or 
renewal  fund  is  immaterial :  it  is  depreciation. 

In  the  case  of  tramways  the  life  of  the  various  elements  of  plant  vary 
so  much,  that  it  is  advisable  discrimination  should  be  made  at  the  outset 
in  the  rates  of  depreciation  to  be  charged  upon  works  and  plant.  The 
permanent  way,  especially  of  the  quality  now  laid  down  by  the  Corporations 
of  Glasgow,  Liverpool,  and  Manchester,  with  heavy  steel  rails  set  on  solid 
concrete  foundations,  the  life,  which  is  not  yet  proved  by  actual  experience, 
may  extend  to  twenty,  thirty,  or  forty  years.  The  cars,  kept  in  constant 
repair,  may  have  a  life  of  ten,  fifteen,  or  twenty  years.  The  overhead  wires 
may  have  a  life  of  only  three,  four,  or  five  years.  2  J  to  5  per  cent  per 
annum  may,  at  discretion,  be  charged  as  a  depreciation  or  renewal  fund  for 
the  permanent  way,  5  to  10  per  cent  upon  the  value  of  the  cars,  and  25  to 
33 J  per  cent  upon  the  wires.  In  the  last  case,  having  regard  to  the 
large  residual  value  in  copper,  as  undeteriorated  raw  material,  the  rate  taken 
should  be  upon  original,  and  not  upon  diminishing  value.  In  this  way 
the  whole  of  the  material  consumed,  and  the  whole  of  the  labour  in  the 
hanging  of  the  wires,  and  incidental  and  standing  charges  in  connection 
therewith,  would  be  provided  for. 

Amongst  the  matters  requiring  special  treatment  in  respect  of  deprecia- 
tion may  be  mentioned  designs  as  apart  from  the  value  of  the  material 
upon  which  the  designs  may  be  impressed,  engraved,  or  inserted.  In  certain 
extensive  trades,  such  as  calico  printers,  wall-paper  manufacturers,  metal 
workers,  lace  curtain  manufacturers,  jacquard  weavers,  and  others  too 
numerous  to  mention,  large  sums  are  expended  in  one  year  upon  designs  to 
be  used  for  the  benefit  of  the  next  and  several  following  years.  The  amount 
expended  on  these  designs,  whether  in  material,  or  wages,  or  by  purchase,  for 
the  benefit  of  the  coming  season,  or  year  or  years,  is  properly  capitalised  in 
full  in  the  year  in  which  such  expenditure  is  incurred  (except  to  the  extent 
to  which  the  trade  of  that  year  may  have  been  benefited  thereby).  To 
the  extent  that  any  particular  trade,  say  the  calico  printing  or  wall-paper 
trade,  may  be  subject  to  rapid  change  of  fashion,  the  designs  account  must 
be  rapidly  written  down.  As  a  rule,  designs  do  not  fall  out  of  use  in  the 
first  year  in  which  the  product  therefrom  is  placed  upon  the  market,  but 
extend  over  several  years  at  a  reduced  value,  as  having  lost  in  part  their 
novelty,  and  so  commanding  for  the  materials  upon  which  they  are  pro- 
duced lower  prices.     Some  designs  may  become  more  or  less  permanent, 
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whilst  others  may  not  "  take  "  at  all  and  prove  to  be  of  little  if  any  value. 
The  last  two  considerations  may  perhaps  be  taken  as  balancing  each  other. 
As  to  the  main  body  of  them,  the  needs  of  the  case  may  be  met  by  charging 
the  first  year  in  which  they  have  been  traded  in  with  50  per  cent,  the  second 
year  with  30  per  cent,  and  the  third  year  with  20  per  cent.  These  rates 
are  to  be  charged  upon  original  value  so  as  to  extinguish  the  cost  in  the 
third  year.  But  this  is  a  case  in  which  it  is  more  difficult  than  in  most 
other  cases  to  fix  any  hard  and  fast  rates ;  much  must  be  left  to  the  judg- 
ment and  experience  of  the  experts  themselves  in  each  particular  trade  in 
which  designs  are  a  large  element  in  the  cost  of  manufacture.  The  chief 
point  to  be  insisted  on  is,  that  the  cost  of  designs  should  be  written  off 
wholly  and  very  rapidly,  so  that  all  or  any  that  may  be  stacked  away  for 
possible  future  use  should  be  treated,  so  far  as  design  is  concerned,  as  of 
no  value  in  the  books.  It  may  be  held  that  there  is  always  a  residual  value 
arising  out  of  the  designs  of  a  successful  concern,  whose  success  is  attribut- 
able to  the  merits  of  the  designs ;  but  any  such  value  is  more  or  less  in- 
tangible and  incapable  of  being  set  down  in  figures.  Any  such  residual 
value  may  be  regarded  as  merging  in  general  goodwill. 

As  before  mentioned,  the  charge  for  depreciation  of  the  materials  upon 
which  the  designs  are  produced  must  be  treated  separately  and  according 
to  their  nature  and  residual  value.  Many  designs  are  produced  upon  copper 
rollers,  the  principal  value  of  which,  apart  from  the  temporary  value  of  the 
designs  engraved  upon  them,  is  in  the  raw  material  of  which  they  are  com- 
posed. There  is,  of  course,  also  value  in  the  material  of  the  rollers.  It  is  a 
material  which,  in  the  course  of  years,  varies  much  in  value  as  mere  raw 
material.  With  any  such  variations  in  value  we  do  not  concern  ourselves 
unless  in  a  case  of  actual  realisation.  We  are  concerned  as  to  the 
deterioration  of  plant.  In  so  dealing  we  are  concerned  to  find  and  to 
charge  the  extent  to  which  its  original  value  has  been  consumed.  In  the 
case  of  copper  rollers,  the  removal  of  the  design,  which  removes  all  value  in 
the  design,  is  effected  by  the  roller  being  turned  down  to  the  depth  of  the 
deepest  cutting  in  the  copper,  and  the  roller  is  worth  less  than  it  was  by 
the  weight  of  the  copper  turned  off.  The  copper  cut  away  in  the  cutting 
of  the  original  design,  and  in  the  re-turning  when  the  design  is  done  with, 
is  not  all  lost.  Moreover,  the  whole  of  the  copper  rollers  in  any  particular 
stock  are  not  turned  off  every  year,  nor  are  the  whole  of  the  rollers  put 
into  work  each  year.  It  appears,  therefore,  that  the  real  depreciation  of 
copper  rollers'  account  is  small,  so  that  2J  per  cent  probably  in  most  cases 
meets  the  needs  of  the  case,  but  as  much  as  7J  per  cent  per  annum  is 
sometimes  charged.  This  is  after  charging  the  account  with  the  cost 
of  re- turning  and  crediting  it  with  the  proceeds  of  the  copper  turnings. 
Wooden  rollers  which,  after  being  turned  down  to  the  minimum  working 
diameter,  have  little  or  no  residual  value,  and  may  be  written  off  at  the 
rate  of  about  10  to  20  per  cent  per  annum  at  discretion,  or,  instead  of  being 
treated  as  plant,  and  so  subject  to  depreciation,  they  may  be  treated  as 
consumable  stores  and  taken  into  stock  at  their  actual  value  at  each  stock- 
taking. Wood  blocks  may  be  properly  treated  in  the  same  way  as  wood 
rollers.  Designs  on  paper  should  be  treated  as  designs  only.  No  question 
of  value  of  material  arises. 

Allied  in  some  measure  in  nature  to  designs,  both  in  respect  of  designs 
and  material,  patterns  come  into  notice  for  consideration  in  respect  of 
depreciation.  Patterns,  whether  of  wood  or  iron,  ought  to  be  written  off 
on  a  very  liberal  scale,  say  at  the  rate  of  20  to  33  per  cent  after,  in  the 
case  of  metal  patterns,  taking  into  account  the  scrap  value  of  the  material. 
vol.  ii  24 
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Many  concerns,  especially  in  the  engineering  and  machinery  trades,  allow 
their  patterns  to  be  taken  at  altogether  unwarrantable  figures,  and,  so  far 
as  this  line  in  their  account  is  concerned,  have,  by  the  insufficient  charge 
for  depreciation,  allowed  this  very  uncertain  asset  to  accumulate  to  an 
amount  altogether  unrealisable.  The  arguments  often  used  in  favour  of  a 
low  charge  of  depreciation  on  patterns  account  are,  that  the  patterns  have 
actually  cost  the  amount  stated,  and  that,  when  a  repetition  of  the  part 
required  from  any  given  pattern  is  required,  the  purchaser  of  the  goods  is 
in  a  great  measure  tied  to  give  his  order  to  the  holder  of  the  original 
pattern,  and  that  the  cost  of  making  a  new  pattern  is  wholly  saved  to  the 
manufacturers,  who  will  get  the  benefit  of  the  pattern  in  an  increased  profit 
on  repeat  orders,  or  by  being  thus  enabled  to  take  a  lower  price  than  his 
competitors  who  would  have  to  bear  the  expense — perhaps  very  great — of 
having  to  make  drawings  and  patterns. 

These  arguments  are  altogether  fallacious  as  reasons  for  the  easy  treat- 
ment of  depreciation  on  patterns  account.  The  fact  that  drawings  and 
patterns  have  been  very  costly  is  no  justification  for  maintaining  them  at 
any  great  value  in  the  books,  even  though  the  cost  of  producing  them  may 
not  have  been  recouped  out  of  the  first  article  produced  therefrom. 

If  the  cost  has  been  recouped  out  of  that  first  article  or  first  order,  then 
there  is  no  justification  for  its  appearing  at  any  but  a  nominal  value  at  all. 
If  the  article  to  be  made  to  the  same  pattern  is  one  in  infrequent  demand, 
and  dependent  upon  a  more  or  less  accidental  circumstance,  such  as  the  break 
down  of  an  engine  or  other  special  machine,  it  is  of  proportionately  less 
consequence  than  if  it  related  to  an  article  in  frequent  demand;  but 
if  it  relates  to  an  article  in  frequent  or  constant  demand,  the  com- 
petitor will  not  allow  the  cost  of  the  pattern  to  stand  in  the  way  of  quoting 
as  low  a  price  as  the  maker  of  the  original  pattern. 

Apart  from  all  these  considerations,  and  assuming  that  the  cost  of  the 
pattern  has  been  the  cause  of  more  or  less  frequent  saving,  and  so  increase 
of  profits,  those  profits  have  gone  in  the  ordinary  way  into  the  profit  and 
loss  account  of  the  year,  and,  in  the  ultimate  result,  the  cost  of  patterns 
is  properly  chargeable  to  profit  and  loss  account.  Therefore  patterns 
ought  to  be  written  off  against  revenue,  and  written  off,  as  before  stated, 
on  a  very  liberal  scale.  Any  further  value  in  the  patterns  may  take  effect 
in  the  general  goodwill  of  the  concern,  but  ought  to  disappear  as  a  separate 
value  in  the  books. 

Patents  should  be  treated  in  the  same  manner  as  a  lease,  and  be  written 
off  over  the  terms  still  to  run  in  equal  annual  instalments,  It  is  true,  how- 
ever, that  successful  patents  may  continue  to  have  a  value  beyond  the  date 
of  their  expiration  in  the  custom  which  has  been  accrued  to  the  concern  in 
which  they  have  been  worked,  but  if  so,  it  is  a  goodwill  value,  and  as  such 
should  disappear  as  a  separate  value  in  the  books,  and  take  effect  as  part  of 
the  general  goodwill  of  the  concern.  There  are  cases,  however,  in  which 
supplementary  patents, — improvements  upon  the  original  patent, — in 
effect  extend  the  life  of  the  original  patent.  In  such  cases  the  extension 
of  the  depreciation  over  the  extended  term  may  be  justified.  In  this 
reasonable  and  prudent  judgment  must  be  exercised. 

Kegistered  trade  marks  and  tickets  may  have  a  great  value,  for  many 
kinds  of  goods  are  sold  in  many  parts  of  the  world  by  virtue  of  their  mark 
or  ticket.  They  are  a  negotiable  property,  varying  in  their  nature  from 
patents,  in  that  whilst  patents  have  a  terminable  value,  trade  marks  and 
tickets  have  an  indefinite  term  of  life.  It  is  therefore  impossible  to  fix  a 
general  rule  as  to  the  rate  of  depreciation  at  which  the  price  paid  for  them 
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ought  to  be  written  off.  This  must  be  left  to  the  prudent  judgment  of  the 
trades  concerned,  with  the  suggestion  that  it  will  be  the  safer  course  not 
to  presume  too  long  a  life  for  the  value  of  such  marks  and  tickets. 

In  this  category  come  the  cases  of  what  are  generally  known  as  pro- 
prietary articles,  such  as  a  patent  medicine,  a  special  soap,  or  some  special 
article  of  food.  It  may  be  that  a  company  purchasing  the  property  in 
such  an  article  of  trade,  it  may  acquire  little  else,  and  yet  in  the 
result  of  carrying  on  the  trade  have  good  value  for  a  very  large  sum  of 
money.  This  is  a  monopoly  having  a  long  but  indefinite  term  of  life.  The 
rules  applying  to  the  depreciation  on  reduction  of  goodwill  as  hereinafter 
mentioned  apply  equally  to  such  cases  as  these.  No  definite  rate  of  depre- 
ciation can  be  fixed,  and  the  mode  of  treatment  must  be  left  to  the  prudent 
judgment  of  the  proprietors  of  the  concern.  In  these  cases,  however,  there 
are  special  and  embarrassing  circumstances  as  compared  with  a  factory,  which 
can  make  profitable  use  of  the  funds  of  a  reserve  created  against  goodwill. 
In  the  case  of  the  proprietary  article  there  may  be  no  need  for  any  large 
amount  of  capital  in  the  concern,  so  that,  if  a  reserve  were  created  to  meet 
the  contingency  of  the  purchase  value  of  the  property  falling  off,  the  reserves 
would  have  to  be  invested  in  outside  securities. 

The  practice  is  to  treat  the  value  as  permanent  and  the  whole  of  the 
profits  derived  from  the  carrying  on  of  the  business  as  available  for  dis- 
tribution as  dividends.  In  the  circumstances  there  is  nothing  much  to  be 
said  against  such  a  practice,  but  in  such  cases  it  should  always  be  intimated 
with  the  payment  of  any  dividend  that  no  provision  has  been  made  for  the 
ultimate  redemption  of  the  capital,  so  that  the  fact  may  be  discounted  in 
the  sale  and  purchase  of  any  shares  or  interest  in  the  undertaking. 

The  mode  of  applying  the  charge  for  renewal  and  depreciation  of  gas- 
works, and  the  rates  charged  to  the  various  classes  of  buildings  and  plant, 
are  by  no  means  regular.  The  main  buildings  and  gas-holders  may  be 
sufficiently  charged  with  rates  ranging  from  2 J  to  5  per  cent  per  annum 
on  diminishing  value,  engines  and  similar  working  machinery  at  5  to  7J 
per  cent,  whilst  retorts,  furnaces,  and  other  plant  subject  to  rapid 
deterioration  may  be  best  dealt  with  through  a  renewals  account,  so  as  to 
bring  the  incident  of  charge  to  bear  equally  one  year  with  another.  The 
original  outlay  may  be  written  down  at  say  10  per  cent  upon  diminishing 
value. 

Water-works  may  be  differentiated  from  gas-works,  inasmuch  as  the 
substance  treated — water — can  never  be  substituted,  and  the  means  of 
collection,  storage,  and  conveyance  are  kept  in  perpetual  repair.  The 
condition  of  such  works  renders  a  renewal  fund  for  pipes  and  other  plant 
which  must  occasionally  be  renewed  the  most  suitable  mode  of  providing 
for  such  charge.  Otherwise  the  incidence  of  the  charge  for  renewals 
would  bear  unequally  upon  one  year  as  compared  with  another.  The 
greater  part  of  the  works  represented  by  reservoirs  and  water-ways  being  of 
a  permanent  character,  need  no  depreciation,  but  must  be  kept  in  con- 
tinuous repair  out  of  revenue. 

Plant,  such  as  railway  waggons,  acquired  on  what  is  known  as  the 
"  hire  and  purchase  system,"  contain  one  or  two  special  features  in  relation 
to  depreciation.  In  the  first  place,  the  property  in  such  plant  does  not 
pass  to  the  hirer  and  purchaser  until  the  whole  of  the  purchase  money  and 
interest  has  been  paid.  In  the  second  place,  the  payments  may  be  either 
in  the  form  of  an  annuity  or  by  specified  payments  on  account  of  principal, 
and  interest  upon  the  balance. 

In  any  case  the  respective  amounts  of  principal  and  interest  must  be 
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distinguished,  but  the  question  arises,  What  has  the  hirer,  until  he  has 
become  the  ultimate  purchaser,  to  do  with  the  depreciation  of  another 
person's  property  ?  It  is,  however,  fair  to  assume  that  such  a  transaction, 
once  entered  into,  will  be  carried  through  to  completion,  and  that  the  hirer 
has  a  valuable  interest  in  the  property.  To  the  extent  of  such  interest  the 
value  should  be  brought  into  account.  The  fact  that  it  is  subject  to  the 
contingency  of  the  hirer's  own  default  does  not  render  it  ineligible  as  an 
asset  in  his  books.  Should  it  be  the  rolling  stock  of  a  railway  company,  it 
will  follow  the  practice  and  rules  appertaining  to  railway  company's  plant. 
Should  it  be  the  rolling  stock  of  a  colliery,  or  any  other  terminable  under- 
taking, depreciation  ought  to  be  charged  upon  the  diminishing  value,  and 
the  plant  kept  in  repair  out  of  revenue.  The  depreciation  to  be  charged 
will  be  the  depreciation  upon  the  whole  value,  inasmuch  as  the  property, 
when  it  vests  in  the  hirer  or  purchaser,  will  have  depreciated  as  a  whole 
property.  In  other  words,  the  whole  of  the  depreciation  will  be  borne  by 
the  purchaser,  just  as  if  he  had  been  the  legal  owner  at  the  outset,  and 
had  since  been  paying  off  his  indebtedness  for  the  amount  of  the  purchase 
money,  with  interest. 

The  proper  rate  of  depreciation  on  ships  is  not  so  well  defined  as  the 
depreciation  on  factories,  and  ranges  from  5  to  10  per  cent.  Those  in 
whose  discretion  it  rests  to  fix  the  rate  are  frequently  influenced  by  the 
degree  of  prosperity  of  the  voyage,  in  the  case  of  a  single  ship  company,  or 
the  twelve  months'  trading  of  a  company  owning  many  ships.  Such 
irregularity  is  illogical  and  a  departure  from  true  principles,  for  depreciation 
is  something  which  is  suffered  at  a  constant  rate,  whether  trade  be  profitable 
or  depressed. 

Horses  may  be  differently  treated  according  to  varying  circumstances. 
In  the  tjase  of  ordinary  factories  employing  a  few  horses  and  carts,  the  best 
mode  of  distributing  the  cost  so  as  to  bear  equally  on  one  year  with 
another,  is  to  capitalise  the  cost  at  the  time  of  purchase,  and  charge 
depreciation  at  the  rate  of  from  12 \  to  20  per  cent  per  annum,  crediting 
the  account  with  the  proceeds  of  the  horse  or  cart  when  disposed  of.  In 
cases  where  large  numbers  of  horses  are  employed,  as  in  the  case  of  omnibus 
companies  and  other  carriers,  the  best  mode  of  charge  is  to  charge  the 
whole  original  cost,  reduce  by  depreciation  to  an  average  realisable  amount, 
and  thereafter  to  charge  profit  and  loss  account  with  all  purchases,  less 
sales  made  in  the  year.  In  such  cases  a  fair  annual  average  of  charge  for 
this  element  of  working  expenses  is  obtained. 

So  far  nothing  has  been  said  about  the  depreciation  of  goodwill,  which 
is  a  not  uncommon  item  in  the  assets  of  a  manufacturing  or  trading 
undertaking.  This  is  perhaps  the  most  uncertain  and  indefinite  of  all 
assets.  It  is  not  a  fictitious  or  unrealisable  asset.  It  may  be  the  most 
valuable  of  all  the  assets  of  an  undertaking,  and  possibly  the  most 
realisable.  On  the  other  hand,  its  real  value  may  be  of  very  uncertain 
tenure,  and  perhaps  altogether  unrealisable,  except  by  the  slow  process  of 
redemption  over  a  lengthy  period  out  of  the  working  of  the  business  to 
which  it  relates.  One  great  difficulty  of  the  situation  is,  that  the  less  able 
the  business  may  be  to  bear  the  charge  of  the  gradual  redemption  of  a 
goodwill,  the  more  important  it  is  that  provision  should  be  made  for  such 
redemption.  On  the  other  hand,  the  value  of  a  goodwill  may  increase  and 
the  business  so  prosper,  that  the  greater  the  ability  to  provide  for  the 
redemption  of  goodwill  the  less  necessity  is  there  to  do  so.  Nevertheless, 
though  a  goodwill  may  remain  unimpaired  in  value,  or  even  improve  in 
value  to  an  indefinite  extent,  no  goodwill  is  free  from  the  contingency  of 
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ultimate  extinction  or  decay,  and  therefore  some  provision  ought  always 
to  be  made,  if  not  by  way  of  reducing  its  amount  in  the  books  of  account, 
then  by  way  of  creating  a  reserve  account,  which,  whenever  the  necessity 
may  arise,  may  be  a  set-off  towards  its  reduction  or  extinction  in  the 
eventual  and  inevitable  emergency. 

The  term  depreciation  is  sometimes  applied  in  reference  to  the 
exhaustion  of  capital  value  such  as  the  minerals  of  a  mine.  The  term  in 
relation  to  the  gradual  exhaustion  of  minerals  scarcely  applies,  and 
according  to  legal  decisions  there  is  no  obligation  to  charge  revenue  with 
the  value  of  the  minerals  got  and  disposed  of,  notwithstanding  the  fact  that, 
if  no  such  provision  is  made,  the  whole  net  proceeds  of  the  mine  may  be 
paid  away  year  by  year  as  dividend,  notwithstanding  that  in  the  long  run 
the  whole  invested  capital  may  have  disappeared.  As  before  mentioned,  in 
the  case  of  mines,  it  frequently  happens  that  a  large  expenditure  is  incurred, 
and  several  years  are  occupied  in  opening  out  the  ways  and  in  the  provision 
of  plant  necessary  for  getting  at  the  minerals  before  they  can  be  worked. 
This  is  especially  the  case  with  regard  to  collieries.  In  such  cases  a  sinking 
fund  should  be  created  commensurate  with  the  quantity  of  minerals  such 
works  will  be  likely  to  win  if  the  property  be  freehold,  or  over  the  term  of 
the  lease  if  the  property  be  leasehold. 

It  is  very  seldom  that  land  should  be  charged  with  depreciation.  As  a 
rule  land  increases  and  does  not  diminish  in  value  in  connection  with 
factories  or  business  premises. 

Where  there  is  no  separation  between  the  value  of  land  and  buildings, 
and  perhaps  fixed  plant  also,  it  is  right,  in  fixing  the  rate  to  be  charged, 
that  consideration  should  be  given  to  the  fact  that  the  amount  to  be  dealt 
with  includes  land. 

This  leads  to  the  question  :  How  should  appreciation  of  value  be  treated 
in  books  of  account  ?  This  most  frequently  arises  in  fixed  property  such  as 
land,  and  in  trading  stocks  where  the  commodity,  such  as  wines  and  spirits, 
mature  and  increase  in  value  with  age.  There  are  many  cases  in  which  the 
appreciation  of  land,  especially  the  sites  of  retail  business  premises,  increases 
fully  to  the  amount  of  the  depreciation  of  buildings.  Any  such  appreciation 
ought  in  no  case  to  be  credited  to  profit  and  loss  account  as  if  it  were 
trading  profit,  and  if  given  effect  to  at  all,  it  should  be  done  by  raising  a 
capital  reserve  on  the  liabilities  side  of  the  balance-sheet,  and  increasing 
the  valuation  of  the  property  on  the  assets  side. 

Depreciation  of  property  should  be  charged  notwithstanding  the 
appreciation  of  the  land  upon  which  the  property  stands,  so  that  the 
trading  account  may  contain  all  the  elements  of  cost,  just  as  if  the  property 
were  occupied  by  a  stranger  as  tenant.  In  cases  where  the  distinction 
is  made  the  account  may  be  divided  into  two  parts,  the  one  called  trading 
account,  and  the  other  profit  and  loss  account.  The  former  may  be  treated 
as  the  account  of  the  tenant  and  debited,  and  the  latter  may  be  treated  as 
the  account  of  the  owner  and  credited  with  a  given  amount  as  rent,  in 
which  case  the  depreciation  of  the  property  treated  as  rented  will  be  charged 
to  the  latter  account. 

With  respect  to  the  appreciation  of  stock  in  trade  such  as  wine,  it  is 
difficult  to  fix  a  rule  from  which  there  should  be  no  departure.  It  must 
be  recognised  that  in  the  case  of  some  wines  time  gives  value,  and  at  the 
same  time  is  an  element  of  cost  deliberately  incurred  by  the  introduction 
of  additional  capital  or  borrowed  money  for  the  purpose,  upon  which  interest 
has  to  be  paid.  In  such  cases  it  is  not  only  fair  and  proper,  but  as 
between  different  parties  obligatory,  to  give  effect  to  interest  as  an  element 
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of  cost  value  in  the  taking  of  an  account.  On  the  other  hand,  there  are 
cases  where  wine  fails  to  increase  in  value  to  the  extent  of  interest 
incurred.  In  such  cases  the  value  in  account  ought  not  to  be  increased  by- 
interest  upon  original  value.  Both  these  considerations  should  be  given 
effect  to  in  the  taking  of  the  stock. 

It  may  be  observed  that  depreciation  is  not  allowed  to  be  charged 
against  life  tenants  enjoying  income  derived  from  rented  property. — Nothing 
but  actual  cash  expenditure  in  repairs  may  be  so  charged.  Nor,  in  the 
same  case,  may  a  redemption  or  sinking  fund  charge  be  made  in  respect  of 
worked  out  minerals  or  other  wasting  assets. 


Table  of  Capital  Items 


Subject  to  Charge  for  Depreciation  and  Redemption  with 
Rates  and  Remarks  thereupon 


Range  of 


Matter. 


Mill  buildings. 


Engines,  boilers, 
and  gearing  (if 
treated  together). 

Boilers  if  separ- 
ately treated. 

Moving  machin- 
ery such  as  fixed 
tools  in  engineer- 
ing works,  spin- 
ning and  weaving 
machinery,  etc. 

Fixed  plant 
such  as  blast  fur- 
naces, chemical 
plant,  etc.,  subject 
wholly  or  in  part 
to  rapid  deprecia- 
tion and  constant 
repair,  and  of  little 
ultimate  value. 

Loose  tools  and 
utensils. 


Furniture     and 
fixtures. 

Rolling  stock. 


Company  tram- 
ways, cars,  horses, 
or  electric  rails, 
cars,  electric  wires. 


Tenure. 


Freehold. 


Term  of  their 
life." 


Do. 


Do. 


Do. 


Do. 


Do. 


Rates. 


Contingent 
upon  right  of 
local  authority 
to  take  over  in 
21  years. 


2\  per  cent  to  5 
per  cent  on  dimin- 
ishing value. 

4  per  cent  to  7| 
per  cent  on  dimin- 
ishing value. 

1\  per  cent  to  10 
per  cent. 

5  per  cent  to  10 
per  cent  on  dimin- 
ishing value. 


Divide  by  the 
number  of  years 
upon  the  assumed 
life  of  the  business 
as  if  it  were  a  lease 
until  reduced  to 
ultimate  break-up 
value. 

Are  subject  to 
a  rate  varying  ac- 
cording to  their 
nature. 

7  percent  to  12^ 
per  cent  on  dimin- 
ishing value. 

5  per  cent  to  10 
per  cent  on  dimin- 
ishing value,  or  at 
discretion  as  an 
annuity,  except  in 
the  case  of  rail- 
ways and  similar 
undertakings. 

If  the  property 
of  a  company  write 
off  as  for  a  21 
years'  lease  in 
equal  proportions 
after  taking  into 
account  realisable 
residual  value. 


Remarks. 


There  is  always  a  residue  of 
value. 

Boilers  are  very  often  and 
very  properly  treated  separately, 
being  subject  to  more  frequent 
renewal  than  engines  and  gear- 
ing. 

There  is  always  a  residue  of 
value. 


In  these  cases  no  charge  for 
re-erection  should  be  capitalised 
except  to  the  extent  that  such 
re-erection  is  an  enlargement  or 
improvement  on  the  old  plant. 


They  may  be  treated  as  stock 
subject  to  valuation  from  year 
to  year. 

They  have  always  some  residue 
of  value. 

There  being  always  a  residue 
of  value  and  generally  a  constant 
renewal  and  replacement. 
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Matter. 


Corporation 

tramways — 
Rails. 


Cars. 

Electric  wires. 
Designs. 


Tenure. 


Perpetual. 


Patterns. 


Patents     and 
other  monopolies 


Trade  marks. 


Proprietary    ar- 
ticles. 

Gas-works. 


Elates. 


Remarks. 


Fleeting 
fashion. 


Their      brief 
term  of  life. 


Water-works. 

Plant  acquired 
on  hire  and  pur- 
chase system. 


Opening  of 
mines  and  quar- 
ries. 


The    term   of 
grant. 


Indefinite. 

Indefinite. 
Perpetual. 


Perpetual. 
Term  of  life. 


2i  per  cent  to  5 
per  cent  on  dimin- 
ishing value. 

5  per  cent  to  10 
percent  on  dimin- 
ishing value. 

25  per  cent  to 
33^  per  cent  on 
original  value. 

Capitalisation 
in    year    of    pro- 
duction. 

50  per  cent  first 
year  of  user. 

30  per  cent 
second  year  of 
user. 

20  per  cent 
third  year  of  user. 

20  per  cent  to  30 
per  cent  on  dimin- 
ishing value. 


Divide  upon  the 
number  of  years  of 
the  full  term  of 
life  or  shorter  esti- 
mated period  of 
value. 

To  be  written 
down  at  discre- 
tion. 

Do. 

Buildings  and 
gas-holders,  2|  per 
cent  to  5  per  cent. 
Engines,  etc.,  5 
per  cent.  Retorts, 
furnaces,  etc., 

10  per  cent  on 
original  outlay, 
plus  a  renewal 
fund  for  term  of 
life  chargeable  to 
revenue. 

No  deprecia- 
tion. 

By  perpetual 
renewal  if  a  rail- 
way company  hav- 
ing permanent 
existence.  If  a 
terminable  com- 
pany, 5  per  cent 
to  7£  per  cent. 

As  an  annuity 
or  at  discretion  in 
equal  annual  divi- 
sion over  the  esti- 


Being  a  permanent  property 
maintained  out  of  revenue,  no 
direct  depreciation  need  be 
charged,  but  a  renewal  fund 
created  by  way  of  distributing 
the  incidence  of  charge  equally 
year  by  year.  The  rails  and 
cars  should  be  taken  on  diminish- 
ing value,  the  electric  wires  on 
equal  yearly  instalments  after 
giving  effect  to  residual  value. 

Designs  as  such  become  value- 
less after  a  short  run,  but  the 
copper  rollers  upon  which  they 
are  inscribed  depreciate  but 
slightly  as  raw  material,  and 
need  to  be  depreciated  at  only 
from  1\  per  cent  to  5  per  cent. 
Wood  blocks  at  their  valuation. 


Here,  but  for  the  fact  that 
patterns  constitute  matter  for  a 
separate  account,  and  the  addi- 
tions are  numerous  and  constant, 
and  the  rate  of  depreciation 
high,  it  might  be  held  that  they 
be  written  off  over  a  specified 
short  term  upon  original  cost, 
but  amongst  other  reasons  for 
not  so  doing,  patterns  have  often 
a  goodwill  value. 

There  is  no  residue  of  value 
except  perhaps  in  the  augmenta- 
tion of  general  goodwill. 


Kept  in  perpetual  repair  out 
of  revenue. 


In  the  opening  of  all  min<  s 
andquarries,  whether  coal, metal, 
or  stone,  there  is  always  a  large, 
in  most  cases  an  immense  outlay 
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Matter. 


Goodwill. 


Buildings 

houses. 


Leases. 


Building. 


Land  (freehold). 


Tenure. 


Uncertain. 


Freehold. 


Fixed  term 


Leasehold. 


Perpetual. 


Rates. 


mated  life  of  the 
business  or  esti- 
mated tonnage  of 
mineral. 


As  an  annuity 
or  at  discretion, 
divide  the  pur- 
chase money  over 
the  number  of 
years  of  estimated 
period  of  value. 


Nil  to  2|  per 
cent  on  diminish- 
ing value. 


As  an  annuity 
having  regard  to 
interest,  or  at  dis- 
cretion, equal  di- 
vision of  original 
value  by  the  num- 
ber of  years  to 
run. 


Remark.' 


and  a  long  delay  in  preparing 
the  way  for  a  return  of  value. 
A  normal  tonnage  should  be 
estimated  over  a  term  of  years 
taken  to  be  the  life  of  the  under- 
taking. Thus,  if  there  should 
be  disappointment  in  respect 
of  tonnage  raised,  the  loss  will 
be  loss  of  capital  in  ultimate 
liquidation.  Should  there  be  a 
yield  in  excess  of  expectation,  the 
rate  may  be  reduced  and  dis- 
continued altogether  when 
break  -  up  values  have  been 
reached. 

It  will  often  be  found  that 
proprietors  who  have  paid  for  a 
goodwill  desire  to  treat  it  as  of 
permanent  value,  but  having 
regard  to  all  the  contingencies 
of  business  it  is  never  safe  to 
assume  it,  and  such  premium 
value  ought  always  to  be  written 
down. 

Residential  property  may  con- 
tinue as  revenue  bearing  for  100 
years  and  more,  and  not  be 
charged  with  depreciation  in  any 
case.  It  has  always  a  residue 
of  value. 

As  an  annuity  having  regard 
to  interest,  or  at  discretion,  equal 
division  of  original  value  by  the 
number  of  years  to  run,  there 
being  no  residue  of  value. 

This  is  the  case  of  absolute  or 
presumed  absolute  term.  Should 
there  be  provision  for  renewal  or 
renewal  by  usage,  as  for  instance, 
on  payment  of  a  fine  of  one  year's 
annual  value  every  twenty-one 
years  renewing  a  longer  term, 
leasehold  buildings  may  be  treated 
for  depreciation  as  if  they  were 
freehold  having  always  a  residue 
of  value. 

This  may  either  appreciate  or 
depreciate  according  to  location, 
but  is  seldom  subject  to  rapid 
fluctuations,  and  often  in  the 
case  of  factories  improvement  of 
value  is  not  realisable  except  by 
costly  structural  changes  or  re- 
movals. If,  in  a  case  of  apprecia- 
tion of  land  the  tenement  is  a 
shop,  the  trade  of  which  is 
directly  affected,  the  proper 
division  and  treatment  of  the 
profit  and  loss  account  will 
provide  for  an  increased  debit  to 
the  trading  division,  and  an 
increased  credit  to  the  pro- 
prietary division,  the  capital 
value  being  charged  accordingly. 


Edwin  Guthrie. 
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Dft.— Draft, 

Diagrams. — The  use  of  diagrams  is  to  present  to  the  eye  relations 
between  quantities  which,  though  capable  of  being  expressed  in  numerical 
form,  do  not  suggest  to  the  mind  their  full  significance.  The  method  of 
employing  them  is  best  explained  by  detailed  examples. 


Merchant  Navies  of 

Continental  Nations, 

1900 

Sailing. 
594 

Steam. 

Total. 

Germany   .... 

1348 

1942 1 

Norway     .... 

1003 

505 

1508 

France       .... 

510 

528 

1038 

Italy          .... 

568 

377 

945 

Russia        .... 

269 

364 

633 

Sweden      .... 

289 

325 

614 

1  1  =  1000  tons. 

Such  figures  as  these  can  be  represented  by  a  series  of  dots  as  in 
Fig.  1,  each  standing  for  100,000  tons ;  but  since  the  units  are  not 
discrete,  it  is  more  appropriate  to  represent  them  by  continuous  lines  as 
in  Fig.  2,  where  1  inch  represents  2  million  tons,  or  by  Fig.  3,  where 
-±j  inch  squared  represents  200,000  tons;  in  this  last  case  it  is  possible  to 
distinguish  clearly  between  sailing  and  steam  tonnage.  Where  there  is 
only  one  magnitude  concerned,  it  is  in  general  misleading  to  employ  any 
geometrical  figure  other  than  a  straight  line  or  thin  rectangle  of  uniform 
thickness;  triangles,  circles,  squares,  etc.,  sometimes  used,  leave  one  in 
doubt  whether  the  linear  quantities  or  the  areas  are  proportional  to  the 
magnitudes  represented,  and  this  is  very  misleading,  as  the  area  varies  as 
the  square  of  the  lines. 

Circles  can,  however,  be  appropriately  used  to  express  proportional 
parts  as  a  whole :  thus  in  Figs.  4  and  5  the  areas  of  the  circles  are  pro- 
portional to  the  number  of  persons  employed  (according  to  the  official 
return  for  1900)  in  the  cotton  and  woollen  factories  of  the  United  Kingdom. 
Each  circle  is  divided  into  sectors  proportional  to  six  groups  of  employees. 
Since  the  areas  of  the  sectors  are  proportional  both  to  their  central  angles 
and  to  their  bounding  arcs,  the  eye  is  at  once  led  to  the  right  perception 
of  the  relative  numbers  employed  at  different  ages,  etc.,  while  any  area  in 
the  one  figure  bears  to  any  area  in  the  other  the  ratio  of  the  numbers 
represented  by  those  areas.  Circles  can  also  be  employed  to  represent 
quantities  which  recur  in  fixed  periods.  Thus  in  Fig.  6  concentric  circles 
are  drawn  to  represent  20,  30,  40  shillings  per  quarter  of  wheat,  twelve 
radii  divide  the  circles  into  equal  parts,  and  are  named  by  the  months  of 
the  year.  On  this  scheme  the  monthly  prices  of  wheat  can  be  marked  in  for 
any  number  of  years,  enabling  a  comparison  to  be  made  both  of  the  prices  at 
the  same  month  in  different  years  and  of  the  different  months  of  one  year. 
This  method  is  appropriate  for  describing  birth,  death,  marriage  rates,  etc. 

When  two  quantities,  pertaining  to  one  thing  or  person,  are  to  be 
represented  together,  a  rectangle  is  appropriate,  especially  if  the  product 
of  the  two  quantities  gives  a  third  intelligible  quantity.  Thus,  number 
of  persons  per  house  multiplied  by  number  of  houses  gives  the  population  ; 
and  if  rectangles  are  drawn  with  their  bases  proportional  to  the  number 
of  persons  per  house  in  given  towns,  and  their  altitudes  to  the  number  of 
houses,  the  areas  will  be  proportional  to  the  population,  and  a  threefold 
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comparison  can  be  made.  Fig.  7  ia  a  development  of  this  method.  On 
a  horizontal  line  a  scale  of  number  of  wages  (pence  per  hour)  is  marked  ;  on 
a  vertical  line  a  scale  of  hours  worked  per  week. 

Wages  and  Hours  in  the  Building  Trades,  1900 


Hourly  Wages. 

Bummer 
Hours  per 

Product 

Bricklayer's 

Bricklayer. 

Labourer. 

d. 

Week. 

Weekly 

Wages. 

s.      d. 

d. 

Manchester       .... 

10 

7 

54£ 

45     5 

Liverpool 

9J 

6 

50 

39     7 

London     . 

10 

7 

50 

41     8 

York 

9 

6 

53 

39     9 

Eedford    . 

8 

56 

37     4 

East  Dereham 

6 

59 

29     6 

Barnstaple 

5* 

4 

56 

25     8 

Plymouth         .... 

8 

6 

53 

35     4 

Circles  and  crosses  are  then  placed  vertically  over  the  number  of  pence 
per  hour  worked,  and  at  the  same  time  horizontally  to  the  right  of  the 
number  of  hours  worked  per  week.  The  weekly  wages  might  be  represented 
by  the  areas  of  the  rectangles  formed  by  drawing  horizontal  and  vertical 
lines  through  the  points  marked,  as  is  done  in  Fig.  7  for  the  Manchester 
bricklayer  and  the  Liverpool  labourer.  Another  plan  is  to  mark  out  curves 
of  equal  areas  (hyperbolas),  dividing  the  diagram  into  zones  of  equal  wages. 
Thus  in  the  figure  the  Bedford,  Plymouth,  York,  and  Liverpool  bricklayers 
are  all  in  the  zone  "between  400  and  500  pence  per  week,"  while  the 
London  bricklayer  is  on  the  line  dividing  that  zone  from  the  next.  On 
specially  prepared  paper  this  plan  is  valuable. 

The  more  important  use  of  a  double  scale  is  to  represent  groups,  e.g. 
number  of  persons  of  various  heights,  quantities  of  goods  sold  at  various 
prices,  or,  as  in  Figs.  8  to  12,  number  of  persons  earning  various  rates  of 
wages.  We  have  the  following  data  from  the  General  Report  on  Wages  in 
1886  (C.  6889),  pp.  470-474,  in  a  group  of  important  industries : — 


1     Men  per 

Sums  of 

Women  per 

cent  of 

previous 

cent  of 

total.             Column. 

total. 

Under  10s 

0 

26 

Of  10s.  and  under  15s 

2-4 

50 

,,  15s.          ,,          20s 

21-5 

23-9 

18-5 

„   20s.          ,,          25s 

33-6 

57-5 

5-5 

,,  25s.          ,,          30s 

24-2 

817 

,,  30s.          ,,          35s 

11-6 

93-3 

,,  35s.          ,,          40s 

4-2              97-5 

Above  40s. 

2-5       !      100- 

100 -0  =  356, OOOmen 

Represent  shillings  per  week  by  a  horizontal  line.  First,  as  in  Fig.  8, 
represent  numbers  earning  in  the  various  five  shilling  groups  by  vertical 
lines  through  the  central  points  (12s.  6d.,  17s.  6d.,  etc).  The  figure  so 
obtained  is  unfinished,  and  suggests  erroneously  that  the  wages  are  exactly 
12s.  6d.,  17s.  6d.,  etc.  In  Fig.  9  numbers  earning  are  represented  by 
areas ;  this  is  correct,  but  suggests  a  sudden  jump  in  numbers  exactly  at 
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15s.,  20s.,  etc.,  which  is  not  supported  by  the  data.  We  need  a  continuous 
line,  so  that  vertical  lines  drawn  upwards  from  a  point  indicating  any 
assigned  limits  of  wage,  say  between  16s.  and  17s.,  shall  enclose  an  area 
representing  the  numbers  earning  that  wage  on  an  assigned  scale.  Fig. 
10  shows  a  method  by  which  this  is  often  attempted  ;  Fig.  8  is  repeated, 
but  the  summits  of  the  lines  are  now  joined  by  inclined  lines,  making  a 
polygonal  figure.  This  figure  is  slightly  erroneous  from  two  causes:  First, 
the  area  contained  between  two  vertical  lines,  e.g.  at  15s.  and  20s.,  is  not 
equal  to  the  correct  areas  of  Fig.  9,  but  may  be  in  excess  or  defect,  while  the 
area  which  contains  the  summit  is  necessarily  too  small ;  secondly,  the  figure 
^uu.gests  change  of  continuity  at  the  arbitrary  points  17s.  6d.,  22s.  6d.,  etc., 
which  is  not  supported  by  the  data.  The  problem  then  is  to  draw  a 
continuous  line,  with  no  sudden  angles,  which  will  be  divided  by  vertical 
lines  through  the  10s.,  15s.,  20s.  marks  into  areas  (bounded  by  the  base, 
two  vertical  lines,  and  the  curve)  equal  respectively  to  the  areas  in  Fig.  9. 
This  is  attempted  in  Fig.  11.  Unless  a  mathematical  formula  can  be 
found  for  the  curve  it  cannot  be  exactly  determined ;  but  if  the  rule  is 
made  (often  justified  by  the  nature  of  the  data)  that  sharp  curvature  is  to 
be  avoided  as  far  as  possible,  it  will  be  found  that  there  is  little  latitude  in 
drawing,  except  at  the  extremities,  which  are  indeterminate  in  the  data. 
The  scale  given  on  the  figure  is  for  numbers  earning  in  5  s.  groups ;  to 
find  the  numbers  earning  in  Is.  groups,  divide  the  scale  by  5  and  erect 
perpendiculars  in  Fig.  11  at  each  Is.  mark. 

A  better  way  for  many  purposes  for  representing  such  groups  is  shown 
in  Fig.  12.  Tabulate  the  figures  so  as  to  show  the  number  earning  not 
more  than  15s.,  not  more  than  20s.,  etc.,  as  in  the  above  table.  Take  a 
horizontal  scale  as  before,  but  now  represent  by  the  vertical  lines  the 
percentages  earning  not  more  than  the  assigned  sums,  thus  obtaining  a 
curve  trending  always  upward  to  the  right.  The  points  A,  B,  C,  D,  E,  F 
are  thus  obtained.  Now  draw  a  line  without  sudden  changes  of  curvature 
through  these  points  and  we  have  a  curve  representing  the  wage  group 
as  exactly  as  the  data  allow.  The  "  median  "  (see  "  Averages  ")  can  at  once 
be  found  by  noting  where  the  50  per  cent  horizontal  line  crosses  the  curve. 
For  the  men  this  is  at  23s.  9d.  This  method  allows  facile  comparison  of 
groups ;  thus  the  curve  of  women's  wages  is  given  on  the  same  figure ;  the 
"median"  for  this  is  at  12s.  6d.,  the  "quartiles"  at  10s.  and  15s. 

It  is  not  within  the  scope  of  this  article  to  deal  with  cartograms 
showing  the  various  devices  by  which  physical  features  and  sociological 
measurements  can  be  represented  on  a  map ;  but  Fig.  13  affords  one  useful 
example.  Let  A,  B,  C  be  three  stations  on  a  railway ;  at  A  and  C  draw 
lines  AD,  OF  proportional  to  the  receipts  from  passenger  traffic  per  mile 
on  the  sections  AB,  BC  respectively,  and  lines  AH,  CE  similarly  represent- 
ing receipts  from  goods  traffic.  Now  complete  the  rectangles  as  in  the 
figure.     The  areas  represent  the  whole  receipts  on  the  sections. 

A  very  important  use  of  diagrams  is  to  represent  series  of  figures  year 
by  year  or  month  by  month.  Thus  Fig.  14  represents,  on  an  obvious 
principle,  the  gross  receipts  of  the  railways  of  the  United  Kingdom  year 
by  year  from  1877  to  1900.  The  receipts  from  goods  traffic  and  the  net 
receipts  (after  the  deduction  of  working  expenses)  are  shown  separately ; 
receipts  from  passenger  traffic  are  not  shown,  because  the  line  would  lie  too 
near  the  others  to  be  distinct,  and  a  crowded  diagram  defeats  its  own 
purpose.  So  far,  all  the  lines  refer  to  the  same  unit  (1  inch  vertically  = 
£50,000,000) ;  but  at  the  bottom  of  the  figure  is  shown  on  a  new  scale 
(1  inch  =  £10,000)  the  average  receipts  per  mile.     Several  scales  can  be 
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used  in  the  same  figure  if  the  lines  do  not  cross  and  recross  one  another 
frequently.  Use  can  be  made  of  different  colours  or  of  different  devices 
for  marking  the  lines,  to  show  both  distinctions  and  resemblances.  This 
lower  line  is,  however,  on  too  small  a  scale  vertically  to  show  its  character- 
istics, and  is  given  here  as  an  example  of  the  misuse  of  diagrams.  The 
relation  of  the  vertical  scale  to  the  horizontal  should  be  such  as  to  throw 
into  relief  all  fluctuations  without  making  the  lines  nearly  vertical.  In 
Fig.  15  the  line  showing  average  receipts  per  mile  is  repeated,  and  it  is- 
at  once  seen  that  its  fluctuations  were  concealed  in  Fig.  14.  In  Fig.  15 
are  also  shown  the  corresponding  receipts  for  Scotland  and  Ireland 
separately. 

It  is  very  important  to  study  experimentally  the  effect  of  the  choice  of 
scale  on  inclinations,  for,  while  the  eye  at  once  notices  the  slope,  it  is 
clear  that  the  line  joining  any  two  points  may  be  made  to  lie  at  any 
assigned  angle  by  the  choice  of  a  particular  scale ;  but  when  the  slope  of 
one  line  is  fixed  there  is  no  further  choice,  and  relative  inclinations  are 
always  rightly  given.  When  time  is  measured  horizontally  absolute  rate 
of  increase  is  shown  by  the  inclination,  and  change  in  absolute  rate  by 
change  in  the  inclination.  A  glance  at  a  diagram  will  show  at  what  dates 
such  change  took  place ;  thus  in  Fig.  18  the  rate  of  increase  grew  very 
rapidly  from  1870  to  1874,  while  the  quantity  continued  to  increase  till 
1876.  When  the  line  is  concave  to  the  base  line  the  rate  of  absolute 
increase  is  increasing,  when  convex  it  is  decreasing.  Such  a  diagram  does 
not  show  clearly  the  percentage  rate  of  growth,  for  £10  on  £1000  and  £10 
on  £100,000  in  a  year  would  be  represented  by  lines  with  the  same 
inclination.  Thus  we  have  the  following  nearly  equal  differences  repre- 
sented by  lines  of  nearly  the  same  slope  in  the  top  line  in  Fig.  14,  though 
the  percentage  increases  are  quite  different : — 

Gross  Receipts,  United  Kingdom 

1888  .          .  .          72895  1895         .          .          .          85923 

1889  .  .  .  77025  1896  .  .  .  90119 
Difference  .4130  4196 
Per  cent    .  .              5'66  4-88 

A  diagram  can  be  drawn  on  a  logarithmic  scale  where  equal  vertical 
heights  represent  equal  ratios,  but  it  is  difficult  to  interpret  without 
experience.  In  practice  it  is  necessary  always  to  draw  a  visible  base  line 
through  the  zero  point  (unless  such  a  diagram  as  Fig.  20  representing 
deviations  from  an  average  is  used),  and  then  to  judge  the  ratio  of  the 
increment  to  the  vertical  height.  Fig.  16  is  an  example  of  the  false 
impressions  that  can  be  given  by  taking  an  arbitrary  base  line ;  the  base 
line  is  taken  at  64,  and  the  fall  of  3  per  cent  between  1883  and  1885  is 
greatly  exaggerated;  the  base  line  should  be  13  inches  lower  down. 

When  two  sets  of  figures  are  to  be  compared  it  is  necessary  that  they 
should  be  measured  from  the  same  base  line,  and,  if  they  are  expressible 
by  the  same  unit,  on  the  same  scale.  If  it  is  required  to  compare  rates  of 
change,  the  series  of  figures  may  be  rewritten  as  percentages  of  their 
respective  values  in  an  allotted  year  (the  first  or  last  of  the  series),  and  a 
diagram  representing  these  percentages  can  be  drawn.  If  the  natural 
unit  is  different  for  two  series,  this  can  be  done  by  so  choosing  the  scales 
that  the  same  vertical  line  represents  in  the  two  sets  of  units  the  respective 
values  of  the  two  quantities  in  an  allotted  year  (see  Fig.  19,  quantity  and 
price  in  1864).  If  these  rules  are  not  obeyed  absurd  results  can  be 
shown ;  thus  we  have  the  following  figures — 
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s  of  Railway  Open 

Scotland. 

Ireland 

2776 

2203 

299!) 

2525 

223 

322 

8-0 

14-6 
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1877 
1884 

Increase 

Per  cent 

These,  in  Fig.  17,  are  made  to  show  identical  increases  by  sacrificing  the 
base  line,  and  making  1  inch  vertical  represent  200  miles  for  Scotland  and 
ff!  x  200=  289  miles  for  Ireland. 

In  looking  through  a  series  of  figures  one  loses  their  meaning  through 
the  confusion  between  temporary  fluctuations  and  regular  growth,  and  it 
is  necessary  to  obtain  a  method  of  separating  the  one  from  the  other.  A 
curve  representing  a  series  often  presents  a  jagged  appearance  ;  the  removal 
of  these  irregularities  is  generally  spoken  of  as  smoothing  the  curve;  this 
will  be  dealt  with  immediately. 

The  following  numbers  are  used  in  Figs.  18,  19,  20 : — 

1  2  3  4  5  6  7  8 


Gross  Amount  of  Annual  Value 
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In  columns  1,  4,  7  are  shown  the  gross  amounts  of  profits  on  mines 
assessed  to  income-tax  in  the  years  1862-1900,  the  average  prices  of  coal 
and  culm  exported  from  the  United  Kingdom,  and  the  quantity  of  coal 
produced  in  the  United  Kingdom.  Columns  2  and  5  show  the  five-yearly 
averages,  taken  year  by  year,  and  placed  alongside  the  middle  of  the 
period  for  which  they  are  the  average,  of  columns  1  and  4;  column  8 
shows  the  ten -yearly  averages  of  column  7  treated  in  a  similar  way; 
columns  1  and  2  are  represented  in  Fig.  18 ;  columns  4,  5,  7,  8  in  Fig.  19. 
The  continuous  line,  "quantity,"  from  1867  to  1896,  in  Fig.  19,  is  the 
more  jagged  line  lying  near  it  "  smoothed "  ;  the  process  used,  it  is  seen, 
is  the  replacing  each  year  by  the  average  of  the  ten  years  of  which  it  is 
the  middle.  It  is  clear  that  a  line  thus  obtained  represents  the  general 
movement  of  the  quantity,  and  enables  a  general  view  to  be  taken  of  its 
progress  when  short  fluctuations  are  left  out  of  account.  The  length  of 
the  period  that  should  be  averaged  depends  on  the  length  of  the  fluctua- 
tions ;  thus  a  ten-yearly  period  would  produce  rather  absurd  results  for 
columns  1  and  4,  the  great  inflation  of  1872-76  being  shown  too  early; 
these  series  are,  in  fact,  difficult  to  smooth ;  but  column  8  affords  a  good 
illustration  of  the  process. 

The  remaining  lines  and  columns  are  given  to  illustrate  the  graphic 
method  of  comparing  two  series  of  events.  Columns  1  and  4,  as  drawn, 
show  certain  marked  resemblances  in  fluctuations,  but  in  the  forty  years 
as  a  whole  have  marked  divergence ;  the  problem  is  to  bring  the  resem- 
blances into  as  close  relation  as  possible  to  one  another.  A  mere  visual 
comparison  of  Figs.  18  and  19  shows  a  great  deal;  how  far  dates  of 
increase  and  decrease,  and  of  maxima  and  minima  synchronise,  and  whether 
great  fluctuations  occur  with  great  and  small  with  small;  but  for  more 
exact  comparison  the  method  of  Fig.  20  is  useful.  Columns  3  and  6  in 
the  table  are  obtained  by  subtracting  the  five-yearly  averages  from  the 
figure  for  the  middle  year  of  the  period  of  which  they  are  averages. 
The  comparison  of  these  columns  shows  the  degree  of  correspondence. 
To  obtain  a  close  comparison,  it  is  best  to  take  a  scale  based  on  the 
mean  size  of  the  differences.  The  averages  of  the  numbers  in  columns 
3  and  6,  irrespective  of  their  sign,  are  5*3  and  7*3  respectively.  Express 
the  numbers  as  fractions  of  their  averages,  and  represent  the  result 
in  a  diagram.  Thus,  in  1875  the  number  in  column  3  is  20,  which 
is  3*8  times  the  mean  deviation  (5*3)  approximately;  a  mark  opposite  3*8 
is  then  placed  in  Fig.  20  for  the  year  1875.  In  the  same  year  the  number 
in  column  6  is  -  12,  which  is  equal  to  7'3  x  -  1*7  approx.;  a  mark  opposite 
-  1*7  is  placed  in  Fig.  20.  If  there  was  any  close  correspondence  between 
the  figures  it  would  now  appear ;  and  it  is  at  once  evident  that  the  profits 
follow  the  prices  fairly  closely  after  a  two  years'  interval;  this  is  what 
would  be  expected  from  a  knowledge  of  the  method  of  assessment,  which 
is  based  on  the  profits  realised  in  the  three  years  preceding  the  tax. 
Modifications  of  the  method  to  suit  other  cases  will  easily  suggest 
themselves. 

The  use  of  such  diagrams  is  rather  to  suggest  points  of  interest,  which 
can  be  tested  arithmetically,  than  to  supply  a  graphic  solution ;  in  the 
end  conclusions  should  always  be  brought  to  a  numerical  test.  A  diagram 
has  a  special  use  in  calling  attention  to  the  main  features  of  one  or  more 
series  of  figures ;  thus  in  Figs.  19  and  20  we  notice  the  steady  increase  of 
quantity,  the  smaller  increase  in  profits,  and  the  fluctuations  in  profits 
and  prices.  We  notice  that  the  great  inflation  of  1872-76  was  a  price 
phenomenon,  quantity  being  little  affected.     Such  events  as  the  coal  strike 
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of  1893  leave  a  visible  mark.  These,  and  all  the  Figs,  here  given,  from 
8  to  20,  also  suggest,  by  their  representation  by  continuous  lines,  that  the 
phenomena  are  continuous;  thai  coal  is  produced  day  by  day,  that  wages 
are  capable  of  a  minute  graduation,  and  so  on, — facts  which  the  tabulation 
of  figures  conceals.  At  the  same  time,  the  figures  relating  to  intermediate 
dates  or  divisions  can  be  interpolated  approximately  by  drawing  freehand 
curves,  as  in  Fig.  12. 

One  or  other  of  the  methods  here  used  will  be  found  adaptable  by 
suitable  modifications  to  most  of  the  questions  which  are  illuminated  by 
the  use  of  diagrams,  and  the  rules  given  are  of  very  general  application. 

See  Gabaglio,  Tcoria  generate  delict  Statistica  (volume  secondo),  1888  ;  Bertillon,  Cours 
elemcntairc  de  Statisfique,  1896  ;  Levasseur  and  Marshall  in  the  Jubilee  Volume  of  the 
Statistical  Socictij,  1S85  ;  and  Bowley,  Elements  of  Statistics,  1901. 

A.  L.  Bowley. 

Differences. — A  Stock  Exchange  term  for  balance-cheques.  For 
example,  where  a  purchaser  continues  his  stock  from  one  account  to  another, 
and  the  fixed  price  for  purposes  of  contangoes  is  below  his  purchase  price,  he 
has  to  find  the  balance  between  the  two  in  cash  at  each  account  "  pay-day." 
This  cash  is  called  a  "  difference." 

Differential  Calculus. — To  Newton  and  Leibnitz  is  due  the 
discovery  of  the  methods  of  the  differential  calculus,  the  infinitesimal  cal- 
culus, or  the  calculus  of  fluxions  as  Newton  termed  it.  Not  only  has  its 
application  greatly  extended  the  science  of  geometry,  but  in  nearly  every 
department  of  physical  and  mathematical  science,  including  those  of  econo- 
mics, statistics,  and  life  assurance,  recourse  has  been  had  sooner  or  later  to 
this  powerful  instrument  of  analysis.  While  a  knowledge  of  the  calculus 
is  thus  a  necessary  equipment  for  thorough  study  in  these  sciences,  it  is  only 
in  their  more  advanced  stages  that  its  methods  are  entered  on.  The  study 
is  thus  a  more  or  less  abstruse  one.  It  presupposes  a  knowledge  of  geo- 
metry, algebra,  and  trigonometry,  and  even  so  is  full  of  difficulty  for  the 
beginner — difficulty  arising  not  in  connection  with  the  processes  themselves, 
which  are  for  the  most  part  easily  followed,  but  rather  from  the  failure  to 
clearly  comprehend  at  first  the  exact  meaning  of  the  processes. 

It  is  not  proposed  here  to  do  more  than  indicate  the  general  subject 
matter  of  the  calculus,  the  conceptions  with  which  it  deals,  and  a  few  of 
its  more  elementary  operations.  Eeferences  for  the  student  desirous  of 
further  knowledge  are  given  below. 

Mathematical  functions  are  the  subject-matter  of  the  calculus,  and  its 
scope  is  thus  coextensive  with  the  sciences  dealing  with  relations  capable 
of  expression  by  mathematical  formulae.  More  specifically,  the  calculus 
investigates  the  change  which  takes  place  in  a  function  consequent  upon 
an  infinitely  small  alteration  in  the  value  of  its  variable  or  variables — or, 
more  strictly,  the  ratio  (in  the  limit)  which  such  a  change  in  the  function 
bears  to  the  infinitely  small  alteration  in  the  variable.  The  terms  "  func- 
tion," "  variable,"  and  "  ratio  in  the  limit,"  or  "  limiting  ratio,"  here  call  for 
explanation. 

Functions. — One  quantity  is  said  to  be  a  function  of  another  when  it  is 
related  to  the  other  in  such  a  way  that  a  change  made  in  the  latter  pro- 
duces a  corresponding  variation  in  the  former.  (The  extent  of  change  in 
the  function  will  depend,  of  course,  not  only  upon  the  degree  of  change  in 
that  of  which  it  is  the  function,  but  also  upon  the  form  of  the  function 

itself.)     Thus  (1  +  x),  (x  +  a),  -,  x2,  log£,  ax,  sin#,  are  all  functions  of  x, 
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which  is  termed  the  independent  variable.  As  such  they  may  be  denoted 
by  any  of  the  alternative  symbols — 

f{x),  ttfx),  Yx,  ux,  yx,  etc. 

These  symbols  do  not  denote  any  operation  as  taking  place  on  x,  such  as 
multiplication,  division,  etc.  They  are  merely  symbols  of  definition  obviat- 
ing the  writing  out  of  the  function  itself  every  time  it  has  to  be  expressed. 

Thus  if  we  denote  z hjf(x),  then  /(2)  will  stand  for     — - ,  and  f(m) 

for .     Similarly  if  we  have  written  <\>{x)  for  ax,  <£(y)  will  stand  for  ay, 

and  so  on,  keeping,  of  course,  to  the  same  letter  (/,  <f>,  or  F)  for  functions 
of  the  same  form  arising  in  the  course  of  any  investigation. 

Conception  of  a  Limit. — The  effect  upon  a  function  of  x  of  a  change  in 
its  variable  x  will  of  course  depend  upon  the  form  of  the  function.  Thus 
if  f(x)  is  of  the  form  (a  +  x),  xm,  or  log  x,  an  increase  in  the  value  of  x  will 
produce  an  increase  in  the  value  of  the  function.     On  the  other  hand,  if  f(x) 

denote  a  function  of  the  form  (a  -  x),  -,  or  (a  +  l)~x,  a  change  in  the  variable 

x 

will  produce  a  change  in  the  opposite  direction  in  the  value  of  the  func- 
tion. Now  take  the  function  y  =  (l  +  x)2.  If  x  =  0,  the  value  of  /(0)  is 
(1  +  0)2  or  1.  If  x  is  increased,  the  value  of  the  function  increases,  and 
this  to  any  extent,  the  increase  without  limit  of  the  variable  producing  an 
increase  without  limit  in  the  value  of  the  function.     Take,  now,  another 

function,  y  =  1  +  -.     Here  a  change  in  the  variable  does  not  in  the  same  way 

x 

affect  the  function.  Thus,  y=f(l)  =  2.  If  mistaken  as  2,7(2)  =  1  J,  and 
similarly /(3)  =  1\,  and /(100)  =  ly-^-.  In  this  case  an  indefinitely  large 
increase  in  the  value  of  the  variable  does  not  cause  the  value  of  the 
function  to  decrease  indefinitely,  for  however  great  the  value  assigned  to 
x,f(x)  will  always  be  greater  than  1,  although  by  increasing  x  sufficiently 
the  value  of  the  function  may  be  made  to  differ  from  1  as  little  as  we  please. 
Thus  if  x  is  put  =  1,000,000,  f(x)  will  have  the  value  1-000001.    In  this  case 

1  is  said  to  be  the  limit  to  which  1  +  -  approaches  in  value,  as  x  is  increased 

without  limit,  and  this  is  usually  expressed  thus — 

I<l  +  5>-l- 

As  a  further  illustration  of  a  function  take/(£)  =  at2,  where  a  is  a  con- 
stant, i.e.  has  always  the  same  value,  no  matter  what  value  is  given  to  t. 
Suppose  the  value  of  a  to  be  known.  On  a  sheet  of  paper  mark  off  points 
along  the  foot  from  left  to  right  to  represent  successive  values,  say  1,  2,  3, 
etc.,  of  t.  Draw  straight  lines  from  these  points  up  the  sheet  at  right 
angles  to  the  base  line,  i.e.  parallel  to  the  sides  of  the  sheet.  Now  calculate 
the  successive  values  of  the  function  corresponding  to  the  values  1,  2,  3, 
etc.,  of  t,  and  mark  these  values  up  the  left-hand  side  of  the  sheet.  On  the 
respective  perpendiculars  mark  points  in  a  line  with  the  successive  values 
of  the  function.  Then  a  continuous  line  passing  through  these  points  will 
form  a  curve  receding  rapidly  from  the  base  line,  and  the  length  of  the 
perpendicular  between  the  curve  and  the  base  line  at  any  point  t  on  the 
latter  will  measure  the  value  of  the  function  for  that  value  of  t,  and  any 
values  intermediate  to  those  plotted   down   can   be  ascertained  without 
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actual  calculation.  The  base  line  is  termed  the  x  axis,  the  left-hand  side 
of  the  sheet  the  y  axis,  the  perpendiculars  from  the  curve  to  the  base  line 
the  ordi nates  of  the  function,  and  the  points  (txyx\  (t2y2),  etc.,  the  rectangu- 
lar co-ordinates  of  the  function.  Suppose,  now,  we  wished  to  draw  the 
tangent  to  the  curve  at  any  point.  Take  two  points  on  the  curve  above 
L  and  t2  on  the  base.  The  line  joining  these  will,  of  course,  cut  the  curve 
if  produced.  Now,  leaving  the  point  tx  fixed,  bring  the  point  t2  nearer  to  it 
on  the  curve.  The  chord  will  now  be  shorter,  and  more  nearly  approxi- 
mate to  the  tangent  at  the  point  tx,  and  the  more  nearly  the  point  t2  is 
brought  to  tx  the  more  nearly  will  the  chord  approximate  to  the  tangent. 
The  actual  tangent  would  if  produced  downwards  form  with  the  base  line 
a  definite  angle  depending  upon  the  place  of  tx  on  the  curve.  And  if  the 
angle — or  what  comes  to  the  same  thing,  its  trigonometrical  tangent — were 
known,  the  geometrical  tangent  to  the  curve  would  be  determined.  Now 
the  trigonometrical  tangent  of  the  angle  made  by  our  first  chord  produced, 

with  the  base  line,  is  the  value  of  the  ratio  _ ? 1,  or *j_ ?i_JLiir.     Let 

t2-  tx  t2-  h 

the  distance  between  t2  and  tx  be  diminished  indefinitely,  in  other  words, 
let  the  increment  of  the  variable  t  be  infinitely  small,  and  call  it  dt  =  t2-  tx 
when  t2  is  brought  very  near  to  tv     Now  since  f(t)  =  at2,f(t2)  ovf(t  +  dt)  = 

a(t  +  dtf  =  at-  +  2atdt  +  o(^,and^  +  *>  ~M  =  2atdt  *^  =  2at  +  a(dt). 

at  at 

But  in  the  limit,  when  dt  is  taken  very  small,  this  expression  =  2at.  This, 
therefore,  is  the  ratio,  in  the  limit,  of  the  increment  of  f(t)  to  dt,  the  in- 
finitely small  increment  of  t.  It  is  also  the  (trigonometrical)  tangent  of 
the  angle  which  the  tangent  to  the  curve  makes  with  the  base  line,  and  its 
value  being  computed,  and  the  angle  thus  ascertained,  we  are  able  to  draw 
the  (geometrical)  tangent  to  the  curve. 

In  the  notation  of  the  calculus  the  above  ratio  in  the  limit  is  written 

^j~,  or  more  generally,  ^  ,  and  the  process  of  finding  it  is  called  the 
differentiation  of  the  function,  dx  is  termed  the  differential  (or  infinitely 
small  increment)  of  x,  df(x)  the  differential  of  f(x),  and  ^j~-  the  differen- 
tial coefficient  of  /(»),  or  the  first  derived  function  of  f(x),  and  is  also 
written  /*(«). 

Examples  of  differentiation — 


(1)  Kx)  =  x\     Thend^JX  +  d^-X\ 

«,  ..     ,    .      ,  ,         ,         (x  +  hf-x*     x*  +  3x2h  +  3xh2  +  h*  -  x*     0  „ 

\\  rite  h  for  dx.  and  we  have r = 1 =  3%  + 

h  h 

3xh  +  h2 ;  but  when  h  is  made  indefinitely  small,  the  2nd  and  3rd  terms 

vanish,  and  we  have 

dx 
Similarly,  but  more  generally, 

dx  J  v  J 

(2)  Let  y  or  cf>(x)  =  uv,  where  u  and  v  are  both  functions  of  x;  to  find 
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dv 

-j-.     Suppose  Ay,  Au,  Av  to  be  the  increments  of  y,  u,  and  v,  correspond- 

ctx 

ing  to  the  finite  increment  Ax  in  x. 

Then  Ay  =  (u+  Au)(v  +  Av)  -  uv 

=  uAv  +  vAu  +  AuAv, 

,  Ay       Av     ,        A    .Au  ... 

Now  suppose  Ax  to  become  infinitely  small,  then 

Ay  Av  Au 
7\x'  ~Ax}  ~Ax 
become  in  the  limit 

dy  dv  du 
dx'  dx1  dx' 

and  since   Av  vanishes  at  the  same  time,  the  last  term  disappears  from 
equation  (1),  and  we  have 

dy       dv       du  .  . 

dx~    dx       dx  * 

u 
(3)  Again,  let  y  or /(a;)  =  -,  both  functions  of  x. 

Then  vy  =  u,  and  by  the  preceding 


dx     dx       dx' 


dv       dy  du 
—  +  v— —  =  — 

dx       dx  dx' 

dy  _  du  dv 

dx     dx  dx' 

dy  _ldu  y  dv 

dx     v  dx  v  dx* 

v     ldu  u  dv      .  u\ 


dx     vdx     v2dx\  y     vj 


(4)  Differentiation  of  log  ax. 
Let  y  =  log  ax,  yx  =  log  a(x  +  h), 


Vi-V 
h 


=  logg(x  +  h)-log^  =  log  A    +  x)  =        (l  +  -) 


The  limit  of  (l +-j  when  h  is  evanescent  is  ex,  where  e  is  the  well- 
known  base  of  the  Napierian  system  of  logarithms,  its  value  to  nine  deci- 
mal places  being  2-718281828. 

Thus  we  get  dh/^  =  log  J,  or  ^.' 
6  dx  &a    '  x 

(5)  Differentiation  of  ax. 

T   .  .      m,        dy     ax+h-a*     ax(ah-l) 

Let  y  =  ax.     Then  -f  = , =  -  v- -, — -y. 

J  dx  h  h 
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ah  -  1 
But  in  the  limit,  when  h  is  evanescent,  — ; —  =  log  a. 

Thus    7    =  a*  log  Ji. 

Successive  Differentiation. — When  /vry  or /'(a)  has  been  found,  we  may- 
perform  the  same  operation  upon  it  as  upon  the  original  function.  The 
result  is  called  the  second  derived  function  of  fix),  and  is  denoted  by  f"(x). 
From  this,  again,  in  the  same  manner  we  may  derive  /'"(#),  and  so  on. 
For  example,  in  the  case  of  f(x)  =  xm  we  ^ndf\x)  =  mxm-1.  In  the  same 
\\i\y  f\x)  is  found  =  m(m  -  l)xm~2.  In  this  case  the  final  derived  function 
will  be  the  ??ith,  viz.  f('"\x)  =  m{m  -  l)(m  -  2). .  .3. 2. 1,  =  \m — factorial  m  as  it 
is  called.  The  variable  having  now  vanished,  no  further  differentiation  is 
possible. 

The  Development  of  Functions — Taylor's  Theorem. — Even  a  slight  notice 
of  the  differential  calculus  would  not  be  complete  without  a  reference  to 
the  celebrated  theorem  published  by  the  eminent  mathematician,  Dr.  Brook 
Taylor,  in  1715,  in  which  f(x  +  y)  is  expanded  or  developed  in  a  series  of 
terms  consisting  of  the  derived  functions  of  f(x),  combined  with  ascending 
powers  of  y.  It  may  be  shown  that  if  u  be  a  function  of  (x  +  y),  which  is 
finite  and  continuous  (that  is,  varies  gradually)  for  all  values  of  (x  +  y) 

dil      dm 

between  the  limits  a  and  o,  then  for  all  such  values  -=-  =  -=-,  that  is,  the 

differentiation  of  the  function  with  respect  to  x  will  produce  the  same 
result  as  its  differentiation  with  respect  to  y.  On  the  same  hypotheses  the 
expansion  of  the  function  can  contain  no  negative  or  fractional  powers  of  y. 
The  expansion  of  f(x  +  y)  as  defined  above  must,  if  possible  at  all,  be 
assumed  to  take  the  form — 

u  =f(x  +  y)  =  P0  +  P#  +  ¥2y2  +  ,  etc.,  +  Vnyn  +  ,  etc., 

where  P0,  P15  P2,  etc.,  are  supposed  to  be  finite  and  continuous  functions 

of  x. 

Then 

du     (W0      clF,       JP9 

■j-  -  -j^  +  y-7—  +  y2-^  +  >  etc. 

ax      ax     J  ax      °  ax 

0  =  P1  +  2P22/  +  3P^  +  ,etc. 

These  being  equal  for  all  values  of  x  +  y  (within  the  specified  limits),  the 
coefficients  of  like  powers  of  y  are  equal. 
Accordingly 

Px  =  -j^  =    j-  =f'(x)  (since  P0  =f(x  +  y)  when  y  is  made  =  0,  i.e.  =f(x)). 


_idi\_i<p/(x)_i 


and  in  general, 


2  2  dx      2    da?      2 

ldP3  =  J_cPf(x)=J 

3  dx      2.3    dx*       2.3 

1         d"f(x)_l 


_ldP2_  1  <Pf(x)_   1 


1.2.3. ..n    dxn       \n^U)^' 
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Accordingly 

fix  +  y)  =f(x)  +  |/'(*)  +  i^/»  +  . .  .|J f.«\x)  +  . . . 

This  is  Taylor's  theorem.     From  it  can  be  derived  as  particular  cases  the 
expansions  with  which  the  student  of  algebra  or  trigonometry  is  familiar. 
For  example,  let  u  =  the  binominal  (x  +  y)n.     Here /(a?)  =  xn,f(x)  =  nxn~l, 
f"(x)  =  n(n  -  l)xn~2,  and  so  on. 
Hence  we  have  at  once — 


(x  +  y)n  =  xn  +  nxn-ly  +    K         Jxn~2y- 


+  ,  etc.,  . . . 


REFERENCES.  —  Edwards.  Differential  Calculus  for  Beginners  (Macmillan  &  Co.)— 
Williamson.  Elementary  Treatise  on  the  Differential  Calculus  (Longmans). — Perry. 
Calculus  for  Beginners  (Edward  Arnold). — De  Morgan.  Differential  and  Integral  Calculus 
(Society  for  Diffusion  of  Useful  Knowledge),  an  extensive  and  complete  work,  but  now  out 

of  print.  J.  R.  Armstrong. 

(See  also  "  Integral  Calculus.") 

Directors  are  the  persons  who  carry  on  the  business  of  a  company, 
and  to  whom  is  delegated  the  duty  of  managing  the  general  affairs  of  a 
company.  Every  company  has  directors  who  are  known  as  the  Board  of 
Directors,  and  one  of  their  number  is  usually  appointed  Chairman  of  the 
Board. 

The  law  as  to  directors  of  a  joint  stock  company  is  stated  under  "  Com- 
pany." 

Disclaimer. — This  means  a  renunciation  of  rights  or  liabilities,  or 
both.  The  term  disclaimer  has  four  principal  applications  in  different 
branches  of  law,  namely  : — 

1.  In  the  law  of  trusts,  where  it  refers  to  the  refusal  of  a  party  to 
undertake  the  office  or  duties  of  a  trustee. 

2.  In  the  law  of  patents,  where  the  term  refers  to  the  renunciation,  by 
amendment  of  the  specification,  of  a  portion  of  the  inventor's  claim  to 
protection. 

3.  In  the  law  of  landlord  and  tenant,  where  the  term  refers  to  the 
repudiation  of  that  relation  by  some  act  on  the  tenant's  part,  whether  he 
hold  yearly,  quarterly,  monthly,  or  weekly,  which  in  law  has  that  effect. 

4.  In  the  law  of  bankruptcy  the  term  refers  to  the  surrender  by  the 
trustee  of  property  belonging  to  a  bankrupt  which  is  of  an  onerous  character. 
(See  "  Bankruptcy  (England).") 

Discount. — Discount  is  an  abatement  or  deduction.  The  word  is 
applied  in  a  great  number  of  ways. 

(1)  Stocks  or  shares  are  said  to  be  at  a  discount  when  their  market 
value  is  below  par  value. 

(2)  The  stock  of  a  bankrupt  or  retiring  trader  is  sometimes  sold  at  a 
discount  of  so  much  per  £  on  the  cost  price. 

(3)  The  quoted  or  public  price  of  a  wholesale  firm  is  subject  to  an 
abatement  or  discount. 

(4)  The  account  for  goods  delivered  may  be  paid  at  an  earlier  date  than 
is  usual  upon  receiving  discount. 

(5)  A  bill  of  exchange  due  at  a  future  date  may  be  discounted. 

Discount  is  usually  expressed  as  a  rate  per  cent,  and  the  form  for  calcu- 

P  x  r 
lating  simple  discount  is  d  =       ^ ,  where  d  represents  the  discount,  P  the 
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principal  sum  upon  which  the  discount  is  to  bo  calculated,  and  r  the  rate 
per  cent.     (See  "  Interest  and  Annuities  Certain.") 

Discount  (Stock  Exchange).— When  the  price  of  a  security 
on  the  Stock  Exchange  is  quoted  at  a  discount  the  meaning  is  generally 
one  of  two : — 

(1)  Colonial  Governments  and  British  municipal  authorities  usually 
issue  the  stock  of  a  new  loan  by  tender,  which  means  that  a  minimum  price 
having  been  fixed,  say  98,  applicants  may  tender  at  this  price  or  at  any 
price  above  it.  If  the  fixed  price  were  98,  and  the  price  falls  to  97,  then 
the  stock  is  said  to  be  "  1  discount,"  and  if  the  price  rises  to  99,  it  would 
be  "  1  premium,"  but  these  terms  are  only  used  while  the  security  is 
partially  paid  up.  The  quotation  is  really  so  much  "  discount "  or 
"  premium  "  on  the  instalments.  Take,  for  example,  £100  of  stock  issued  at 
£101,  upon  which  £51  has  been  paid,  leaving  £50  still  to  pay.  Supposing 
the  £51  paid  can  be  bought  for  49,  the  stock  would  be  quoted  "  2  discount." 
If  the  £51  can  be  bought  for  47,  then  the  stock  would  be  quoted  "4 
discount,"  and  so  on.  Immediately  the  whole  101  is  paid  up,  the  stock  is 
quoted  in  figures,  100,  101,  102,  as  the  case  may  be. 

(2)  Shares  in  limited  companies  which  are  not  fully  paid  up  are  some- 
times quoted  at  so  much  discount,  which  means  that  the  holders  are  willing 
to  pay  something  in  order  to  get  rid  of  the  liability  for  the  uncalled  amount. 

Take,  as  an  example,  a  company  having  £10  shares,  of  which  £4  have 
been  called  up.  These  shares  are  quoted  at  5  discount,  which  means  that  the 
seller  would  hand  over  the  shares  and  £1  in  addition  to  any  one  who  would 
take  them,  so  that  the  seller  may  escape  the  liability  of  £6  attached  to  the 
shares. 

D  i  SCt .  — Discount. 

Distress  is  a  power  given  by  the  common  law  of  England  to  enforce 
payment  of  a  money  claim  by  seizure  of  goods  in  a  number  of  instances. 
By  far  the  most  important  of  these  is  the  power  of  distress  given  to  a  land- 
lord to  enforce  payment  of  rent  by  his  tenant.  Common  law  gave  no  power 
of  sale  of  the  distress  except  in  the  case  of  debts  due  to  the  Crown.  How- 
ever, now  by  statute  a  landlord  can  sell  the  distress.  A  number  of  formalities 
must  be  observed,  and  therefore  distress  is  a  remedy  to  be  resorted  to  only 
with  great  caution.  Distinctions  are  made  between  goods  absolutely  and 
goods  partially  privileged  from  distress.  Again,  a  landlord  may  be  held 
responsible  in  damages  to  his  tenant  for  illegal,  excessive,  or  irregular 
distress.  For  details  a  special  book  on  the  subject  should  be  consulted  (see 
Foa,  Landlord  and  Tenant).  W.  J.  N.  Liddall. 

Dividends  (Bankruptcy). — The  amount  of  cash  divisible 
among  the  creditors  of  a  bankrupt;  also  the  amount  payable  to  each 
creditor  of  the  bankrupt.  The  dividend  is  usually  spoken  of  as  being  at 
the  rate  of  so  much  per  £. 

Unclaimed  dividends  are,  in  England,  paid  into  a  Government  Account 
with  the  Bank  of  England,  called  the  Bankruptcy  Estate  Account,  and  in 
Scotland  they  are  deposited  with  any  of  the  Scotch  banks. 

Dividends  (Stocks  and  Shares). — The  amount  of  interest 
or  profit  divided  among  holders  of  stocks  or  shares  ;  also  the  amount  payable 
to  each  stockholder  or  shareholder.     A  dividend  is  usually  spoken  of  as 
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being  at  a  certain  rate  per  cent  npon  the  amount  of  stock  or  shares.  Some 
companies,  however,  declare  a  dividend  at  the  rate  of  so  much  per  share.  Thus 
a 'company  might  declare  a  dividend  for  the  half-year  of  10s.  per  share 
of  £25,  but  it  is  better  to  reduce  all  such  dividends  to  one  uniform 
standard  for  the  sake  of  comparison,  and  to  regard  such  a  dividend  as  one 
at  4  per  cent  per  annum.  Where  dividends  are  payable  at  the  rate  of  so 
much  per  share  it  is  always  necessary  to  find  out  the  yield  per  cent  with 
the  view  of  comparing  them  with  other  dividends. 

In  the  case  of  joint  stock  companies  it  has  been  decided  as  a  general 
principle  that  all  dividends  must  be  paid  out  of  profits  and  not  out  of 
capital. 

In  consequence  of  the  rule  that  dividends  should  be  paid  out  of  profits 
and  not  out  of  capital,  it  is  necessary  that  full  provision  should  be  made  in 
arriving  at  the  profit  for  any  depreciation  upon  the  assets  of  companies. 
If,  however,  the  chief  asset  of  the  company  is  of  a  wasting  nature,  such  as 
a  mine,  a  quarry,  or  a  patent,  it  is  not  incumbent  upon  the  directors  to 
make  provision  for  depreciation,  unless  there  are  clauses  in  the  Articles  of 
Association  requiring  such  provision  to  be  made.  In  a  company  working 
property  of  a  wasting  nature  the  excess  of  the  receipts  over  the  cost  of 
working  the  property  may  be  divided  among  the  shareholders,  and  the 
directors,  as  a  rule,  have  the  sole  say  as  to  what  expenses  should  be  charged 
against  revenue  and  what  against  capital. 

In  the  case  of  a  company  having  issued  preference  shares,  these  shares 
are  entitled  to  a  fixed  percentage  before  any  dividend  is  payable  upon  the 
ordinary  shares,  which  are  usually  only  entitled  to  receive  what  remains 
after  the  preferential  dividend  has  been  paid.  Dividends  upon  preference 
shares  can  only  be  paid  out  of  profits  in  the  same  way  as  dividends  upon 
ordinary  shares.  As  a  rule,  preference  shareholders  who  have  not  received 
a  dividend  for  any  particular  year,  owing  to  the  profits  being  insufficient, 
are  entitled  to  receive  the  dividend  for  that  year  out  of  the  profits  of 
future  years  immediately  these  are  sufficient.  In  such  circumstances  the 
shares  are  said  to  be  cumulative  preference  shares.  When  the  preference 
shareholders  are  not  entitled  to  have  the  deficiency  of  dividend  arising 
from  the  insufficiency  of  profits  in  one  year  made  good  in  any  succeeding 
year  the  shares  are  said  to  be  non-cumulative  preference  shares.  Where 
no  stipulation  exists  dividends  on  preference  shares  are  cumulative,  except 
in  the  case  of  railway  and  other  companies  governed  by  the  Companies 
Clauses  Acts. 

Under  the  Eailway  Eegulation  Act  1868,  sec.  13,  railway  companies 
have,  to  a  considerable  extent,  divided  their  ordinary  stock  into  preferred 
and  deferred  stock.  The  preferred  stock  is  entitled  to  a  certain  maximum 
dividend,  and  any  balance  over  goes  to  the  deferred  stock.  The  result  of 
this  arrangement  is  that  the  dividend  on  the  deferred  stock  is  very 
uncertain,  and  such  deferred  stock  has  become  a  favourite  medium  for 
gambling  on  the  Stock  Exchange  to  the  detriment,  no  doubt,  of  the 
management  of  the  railway  companies. 

Where  dividends  have  been  paid  illegally  to  shareholders  the  directors 
are  personally  liable  for  the  amount  so  paid.     (See  "  Company.") 

Dividend  Warrants. — A  dividend  warrant  is  practically  a 
cheque  for  the  payment  of  a  dividend,  and  may  usually  be  treated  in  the 
same  way  as  a  cheque  to  order.  A  dividend  warrant  may  be  crossed  in  the 
same  way  as  a  cheque.  A  dividend  warrant  payable  to  the  order  of  two 
or  more  persons  is  paid  on  the  endorsement  of  any  one  of  them. 
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Dock  Warrant. — A  document  by  which  the  proprietor  of  a  dock 
certifies  that  certain  goods  are  deposited  with  him  for  behoof  of  the  person 
in  whose  favour  the  dock  warrant  is  drawn.  Such  a  warrant  is  usually 
transferable  by  endorsement. 

Docket,  Docquet,  or  Dogget. — According  to  Murray  the 
derivation  of  the  word  is  obscure.  In  law  it  signifies  a  brief  written 
summary  or  abstract  containing  the  effect  of  a  lengthy  document,  or  of 
several  lengthy  documents,  and  forming  either  a  separate  paper  or  part  of  a 
suitable  book  or  register  (cp.  Termes  de  la  Ley  (1641),  126 ;  Blackstone, 
Comm.  iii.  397).  Hence  it  has  been  applied  to  any  formal  record  of  judicial 
proceedings  specifying  shortly  all  the  important  acts  done  in  Court  in  the 
course  of  a  case.  Again,  it  has  been  applied  to  the  abstract  of  the  contents 
of  a  proposed  Letter  Patent  endorsed  upon  the  King's  Bill  authorising  it, 
and  also  copied  into  a  Register  or  Docket  Book.  The  term  is  not  only  thus 
applied  to  the  book  containing  the  abstracts,  but  in  the  form  of  trial-docket 
signifies  the  alphabetical  list  of  cases  set  down  for  trial  during  a  specified 
term,  containing  the  names  of  the  parties  and  particulars  of  every  proceed- 
ing in  the  case.  So  a  memorandum  or  register  was  kept  of  all  judgments 
in  the  C.  B.  in  such  a  wTay  that  any  particular  judgment  could  easily  be 
found  merely  by  searching  these  dockets;  and  4  William  and  Mary  (1692) 
c.  20,  sec.  1,  enacted  that  every  clerk  of  the  doggets  of  the  Court  of  King's 
Bench  should  put  into  an  alphabetical  dogget  by  the  defendants'  names  a 
particular  of  all  judgments  for  debt.  "  To  strike  a  docket "  is  used  of  a 
creditor  who  executes  a  bond  with  the  Lord  Chancellor  engaging  to  prove  that 
his  debtor  is  a  bankrupt,  whereupon  the  fiat  in  bankruptcy  may  be  issued. 

In  mercantile  language  the  word  signifies  in  general  either  the 
endorsement  on  a  letter  or  other  document  of  its  subject-matter  or  contents, 
or  a  label  or  ticket  attached  to  goods  giving  particulars  thereof  or  other 
directions.  Thus  it  is  applied  to  a  form  of  certificate  giving  particulars  of 
the  bales,  marks,  ship's  name,  etc.,  of  cotton  sold  for  future  delivery  upon 
presentation  of  which  at  the  cotton  clearing-house  delivery  can  be  had.  It 
is  also  used  in  reference  to  the  warrant  granted  by  the  Custom  House  on 
goods  being  entered  there  certifying  that  the  duty  has  been  paid.  Lastly, 
it  may  be  used  to  denote  a  summary  or  minute  of  business  transacted  at  a 
meeting.  .  John  K.  MTlraith. 

Dollar. — On  the  Stock  Exchange  the  United  States  dollar  is  usually 
reckoned  as  worth  4s.  Its  actual  exchange  value  is,  however,  about  4s.  2d. 
The  par  value  of  100  dollars  railway  stock  in  New  York  would  thus  be  nearly 
103  dollars  in  London.  The  return  on  shares  to  British  investors  is  better 
than  appears  when  the  rate  of  dividend  is  reckoned  at  so  much  per  cent  of 
the  nominal  4s.  dollar.  The  rate  of  4s.  has  no  doubt  been  fixed  as  a 
matter  of  convenience  in  converting  from  dollars  to  pounds  or  vice  versa, 
as  all  that  requires  to  be  done  is  either  to  multiply  or  divide  by  five.  The 
dollar  is  the  standard  of  value  in  the  United  States.  The  standard  gold  dollar 
was  first  issued  in  1849.  It  weighs  25*8  grains  of  900  fineness.  Its  value, 
in  English  gold  of  916*6  fine  at  £3  :  17 :  10£  per  ounce,  is  49'32  pence.  The 
Ignited  States  silver  dollar  was  first  struck  in  1793.  In  1837  its  weight 
was  fixed  at  412'5  grains  of  900  fineness.  Its  value,  according  to  the 
English  standard  of  925  fine  at  5s.  6d.  per  ounce,  is  55184  pence. 

Donatio  inter  Vivos. — A  donation  or  gift  between  two  living 
persons — that  is,  a  living  donor  and  living  donee,  as  distinct  from  a  legacy. 
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To  constitute  a  donatio  inter  vivos  two  things  are  necessary — the  intention 
to  give,  followed  by  acts  giving  effect  to  the  intention.  It  therefore  follows 
that  a  donee  cannot  maintain  an  action  upon  the  promise  of  the  holder. 

Donatio  mortis  causa  is  a  gift  made  in  contemplation  of 
death,  and  upon  the  condition  that  it  is  to  take  effect  only  in  case  of  the 
death  of  the  donor.  To  constitute  a  good  donatio  mortis  causd  delivery 
must  be  given  of  the  subject  matter  of  the  gift  to  the  donee  or  to  some 
person  on  his  behalf.  Coin,  bank  notes,  bonds,  mortgage  deeds,  bills  of 
exchange,  promissory  notes,  and  cheques  payable  to  the  donor's  order  and 
not  endorsed,  have  been  held  capable  of  being  the  subject  matter  of  a 
donatio  mortis  causd.  Deposit  receipts,  though  not  transferable,  have  been 
held  to  be  capable  of  being  gifted  as  donatio  mortis  causd. 

Double  Account  Form  of   Balance-Sheet.—  This 

system  of  stating  accounts  is  of  comparatively  recent  origin.  By  the 
Kegulation  of  Eailways  Act,  1868,  a  form  of  accounts  was  prescribed  on 
this  system,  and  it  has  since  been  prescribed  for  various  companies  formed 
to  undertake  public  works  under  the  sanction  of  Acts  of  Parliament.  The 
distinctive  feature  of  the  system  is  that,  since  the  money  authorised  to  be 
spent  is  provided  for  a  specific  purpose,  such  as  the  construction  of  a 
railway,  the  fixed  assets  and  fixed  liabilities  are  separated  from  the  floating 
assets  and  floating  liabilities  of  the  concern.  The  fixed  assets  and  fixed 
liabilities  are  kept  in  an  account  called  the  Eeceipts  and  Expenditure  on 
Capital  Account,  and  the  floating  assets  and  floating  liabilities  form  the 
General  Balance-sheet  of  the  concern.  The  Capital  Account  is  credited  with 
the  capital  receipts,  whether  in  the  form  of  share  capital  or  loan  capital, 
and  is  debited  with  the  capital  expenditure  incurred  in  acquiring  the 
property  or  constructing  the  works  for  which  the  capital  receipts  were 
expressly  authorised  by  the  special  Act  of  Parliament  to  be  received.  The 
excess  of  the  capital  receipts  over  the  amount  expended  as  capital  ex- 
penditure shows  the  amount  of  the  capital  receipts  which  have  not  been 
applied  to  their  specific  purposes  and  are  still  available ;  while  any  excess 
of  capital  expenditure  over  capital  receipts  shows  the  expenditure  of 
revenue  in  fixed  assets  in  addition  to  the  capital  receipts  authorised  to  be 
so  spent.  The  balance  of  the  Capital  Account  is  carried  to  the  General 
Balance-sheet,  and  represents  either  the  indebtedness  of  capital  to  revenue 
or  revenue  to  capital.  In  such  cases  the  ordinary  rules  for  the  valuation 
of  assets  do  not  apply.  The  capital  is  raised  for  a  certain  purpose,  and 
must  be  expended  on  that  purpose.  The  Capital  Account  is  for  the  purpose 
of  seeing  that  the  money  contributed  for  any  public  work  is  used  for  the 
construction  of  such  works.  The  idea  is  that  no  further  sums  should  be 
spent  on  such  capital  expenditure  once  the  total  has  been  expended,  but 
that  the  works  should  be  kept  in  repair  and  in  a  state  of  efficiency  out  of 
the  revenue  receipts.  Parliament  having  made  these  provisions  thought 
it  unnecessary  to  stipulate  for  the  periodical  valuation  of  the  works  them- 
selves, and  practically  said  that  as  these  works  would  be  permanently 
carried  on,  they  might  be  valued  at  their  initial  cost,  and  this  capital 
expenditure  account  will  show  how  much  they  have  cost  and  what  pro- 
portion of  the  sum  authorised  to  be  borrowed  or  received  by  the  company 
from  its  shareholders  is  still  on  hand. 

Even,  however,  in  accounts  kept  upon  the  double  account  system, 
where  those  having  charge  of  the  financing  of  the  concern  deem  it  prudent 
to  allow  for  the  depreciation  or  wasting  of  the  assets,  this  can  be  readily 
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dime  in  the  General  Balance-sheet,  where  the  floating  assets  and  liabilities 
are  shown  as  distinct  from  the  capital  liabilities  and  expenditure  which  are 
shown  in  the  Capital  Account.  While  the  Act  under  which  the  Capital 
Account  is  kept  makes  no  provision  for  depreciation,  a  depreciation  account 
may  be  formed  out  of  available  revenue,  and  the  balance  of  this  account 
will  fall  to  be  included  as  a  liability  in  the  General  Balance-sheet.  An 
example  of  the  Capital  Account  and  General  Balance-sheet  of  a  railway 
company  is  submitted  : — 
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General  Balance-sheet  as  at  31st  December 

Liabilities  Assets 


Net  Revenue  account 

£1,000,000 

Unpaid  dividends  and  interest 

10,000 

Guaranteed   dividends   and    in- 

terest payable 

100,000 

Temporary  loans 

400,000 

Debts  due  to  other  companies    . 

1,000,000 

Sundry  outstanding  accounts     . 

3,300,000 

Fire  insurance  fund  on  station 

works  and  buildings     . 

90,000 

Insurance  funds  on  steamboats  . 

100,000 

Depreciation  account 

2,000,000 

£8,000,000 

Capital    account  —  balance    at 

debit 

Cash  at  bankers,  current  account 
Consols  and  Government  securities 
Shares  of  other  companies  not 

charged  as  capital  expenditure 
General      stores,      stock,      and 

material  in  hand  . 
Traffic    accounts     due    to    the 

Company      .... 
Amounts  due  by  other  companies 
Amounts  due  by  Clearing  House 
Amounts  due  by  Post  Office 
Sundry  outstanding  accounts     . 


£2,000,000 

300,000 

3,000,000 

1,000,000 

1,000,000 

500,000 
20,000 
30,000 
10,000 

140,000 

£8,000,000 


From  the  above  it  will  be  observed  that  the  balance  of  the  Capital 
Account  is  carried  to  the  General  Balance-sheet  to  the  assets'  side  as  it  is 
a  debit  balance.  None  of  the  fixed  assets  appear  in  the  Balance-sheet,  but 
only  appear  in  the  Capital  Account.  In  ordinary  circumstances  the  assets 
appear  in  a  Balance-sheet  at  their  real  value,  but  under  this  system  the 
fixed  assets  are  carried  forward  from  year  to  year  at  their  cost  value  as 
shown  in  the  Capital  Account.  The  upkeep  of  the  fixed  assets  is  charged 
to  the  revenue  account,  but  while  this  is  so,  many  of  these  fixed  assets  are 
always  becoming  antiquated  by  mere  lapse  of  time.  Their  cost  value, 
however,  is  carried  forward  from  year  to  year  in  the  Capital  Account. 
Again,  many  items  at  the  debit  of  the  Capital  Account  are  unproductive, 
such  as  preliminary  costs,  yet  these  are  never  written  off  against  revenue, 
as  would  be  the  case  in  an  ordinary  concern.  The  proper  course  to  adopt 
would  be  to  provide  out  of  revenue  for  the  shrinkage  of  assets  and  other 
unproductive  items.  This  does  not  appear  to  have  been  done  in  the 
majority  of  railway  companies  in  this  country. 

So  far  we  have  spoken  of  the  double  account  system  as  applied  to 
railways,  but  many  other  concerns,  such  as  tramway  companies,  telephone 
companies,  telegraph  companies,  and  concerns  having  their  capital  sunk 
in  fixed  assets,  adopt  this  system.  Gas  companies  incorporated  by  Act 
of  Parliament  must  keep  their  accounts  on  this  system.  (See  also 
"  Company  "  and  "  Auditing.") 

Dr. — Debit  or  Debtor. 

Drachma. — The  present  Greek  unit  of  value  equal  to  one  franc, 
and  is  divided  into  100  lepta.  Its  weight  is  4*98  grains  of  gold  900  fine,  or 
77*16  silver  900  fine.  Its  standard  English  value  is — gold,  916'6  fine  at 
£3  :  17  :  10 \  per  ounce  9*52  pence ;  silver,  925  fine  at  5s.  6d.  per  ounce 
10*32  pence.  In  Greece  the  smallest  standard  coin  both  in  gold  and  silver 
is  the  five  drachma  piece. 


Drawback. — A  drawback  is  intended  to  promote  the  exportation 
of  commodities.  It  consists  in  the  repayment  of  a  duty  which  has  already 
been  paid  in  connection  with  the  manufacture  of  the  commodity  in  question 
when  the  commodity  is  exported.  A  bounty  is  a  direct  gift  to  the  exporter 
of  goods,  but  a  drawback  is  theoretically  the  refunding  of  a  tax  which 
has  already  been  paid.     (See  "  Customs.") 
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Drawings. — The  redemption  of  a  loan  gradually  redeemable  over 
a  series  of  years,  either  by  means  of  a  cumulative  sinking  fund  or  by  fixed 
sums  annually,  is  sometimes  effected  by  what  are  called  "drawings."  The 
bonds  for  Buch  a  loan  are  issued  in  series,  numbered  consecutively,  and  when 
the  date  of  redemption  comes  round  the  whole  of  the  numbers  are  put  into 
a  box,  stirred  about,  and  then  are  drawn  out  one  by  one  until  a  sufficient 
number  is  drawn  out  to  exhaust  the  money  available  at  the  time  for  paying 
off  the  bonds.  The  numbers  of  the  bonds  so  drawn  are  published,  with  an 
intimation  that  on  and  after  a  certain  date  interest  on  these  will  cease,  and 
that  the  principal  sum  will  be  repaid. 

In  order  that  mistakes  may  not  arise  by  neglecting  to  present  the  bonds 
for  payment,  all  bonds  redeemable  in  this  way  should  be  deposited  with  an 
accountant  or  banker,  with  instructions  to  him  to  collect  the  interest  and 
principal  when  due. 

Due  Date. — The  date  at  which  the  holder  of  a  bill  of  exchange 
may  claim  payment  from  the  drawee.  A  bill  is  payable  on  demand  if  it 
is  so  expressed,  or  if  it  is  payable  at  sight  or  on  presentation.  It  is  also 
payable  on  demand  if  no  time  for  payment  is  expressed.  The  due  date 
of  a  bill  not  payable  on  demand  is  found  by  adding  three  days,  which  are 
called  the  three  days  of  grace,  to  the  time  of  payment  fixed  by  the  bill. 
(See  "  Bills  of  Exchange,"  "  Days  of  Geace.") 

d/S. — Days  after  sight. 

Duodecimal  System. — The  duodecimal  system  of  notation  is 
that  system  of  numeration  which  has  12  for  its  radix.  The  decimal 
system  has  been  universally  accepted,  and  the  fundamental  reason  for  this 
is  no  doubt  that  its  radix  corresponds  with  the  number  of  fingers  on  the 
hands ;  hence  that  system  is  sometimes  called  the  digital  system. 
Although  the  duodecimal  system  has  been  partly  adopted  in  connection 
with  weights,  measures,  and  coins,  there  is  no  probability  of  its  use  ever 
becoming  general,  and  the  tendency  is  for  the  decimal  system  to  be  used 
exclusively  for  notation,  calculations,  weights,  measures,  and  coins.  A 
dozen  and  a  gross  have  undoubtedly  always  been,  and  are,  favourite  groups 
of  numbers,  but  the  decimal  groups  of  10,  100,  1000,  etc.,  form  a  much 
more  effective  arrangement  for  both  large  and  small  numbers.  There  is 
no  doubt  that  all  European  nations  at  one  time  had  a  system  of  account, 
and  to  a  large  extent  also  coinage,  divided  into  20ths  of  the  £  or  livre,  and 
into  lOOths  of  the  shilling  or  sol,  but  they  have  practically,  with  the  single 
exception  of  Britain,  discarded  this  arrangement  in  favour  of  the  more 
effective  decimal  system.  The  division  of  the  year  into  12  months,  of  the 
foot  into  12  inches,  and  the  apothecaries'  pound  into  12  ounces,  are  further 
examples  of  the  partial  adoption  of  the  duodecimal  system.  (See  "  Decimal 
Weights,  Measures,  and  Money.") 

Dy.— Delivery.    . 

Eagle. — The  standard  gold  coin  of  the  United  States,  of  the  value  of 
ten  dollars.  Its  weight  is  258  grains  of  900  fineness.  Its  value  by  the 
British  standard  (916-6  fine  at  £3  :  17  :  10^  per  ounce)  is  £2  :  1  :  l\.  There 
are  also  double,  half,  and  quarter  eagles  of  the  same  fineness  and  of  pro- 
portionate weight. 

Earnest. — Something  given  to  signify  the  conclusion  of  a  contract, 
such  as  a  sum  of  money  or  a  ring,  or  other  object,  to  be  repaid  or  redelivered 
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when  the  contract  is  completed.  It  is  provided  by  the  Sale  of  Goods  Act 
that  a  contract  for  the  sale  of  goods  of  the  value  of  £10  or  upwards  may  be 
enforced  by  action  if  the  buyer  has  given  something  in  "  earnest "  to  bind 
the  contract  or  in  part  payment ;  this  section,  however,  does  not  apply  to 
Scotland.  If,  therefore,  there  is  earnest,  there  need  be  no  formal  contract 
in  writing  in  respect  of  the  sale  and  purchase  of  goods. 

E.  E. — Errors  excepted. 

Cg". — Exempli  gratia ;  for  example. 

Embezzlement. — Both  in  England  and  in  Scotland  this  crime, 
so  far  as  conviction  is  concerned,  is  not  differentiated  from  that  of  theft ; 
that  is  to  say,  by  the  Larceny  Act  1861  (England)  and  by  the  Criminal 
Procedure  Act  1887  (Scotland),  if  embezzlement  is  charged  and  the  facts 
proved  amount  to  theft,  a  conviction  is  competent  and  vice  versa. 

It  is  useful,  however,  to  appreciate  the  legal  distinction  between  the 
two  crimes  as  it  may  affect  the  amount  of  punishment.  The  distinction  is 
based  on  the  complications  of  the  legal  doctrine  of  possession  as  against 
mere  custody.  Embezzlement  is  founded  on  some  limited  ownership  or 
possession  or  duty  to  account  with  which  the  party  charged  has  been 
invested ;  indeed,  the  full  designation  of  the  crime  in  Scots  Law  is  Breach 
of  Trust  and  Embezzlement.  W.  J.  N.  Liddall. 

End.  — Enclosure. 

Endorsement. — A  bill,  cheque,  or  document  is  said  to  be 
endorsed  when  the  person  entitled  to  do  so  writes  his  name  upon  the  back  of 
it.  Thus,  in  the  case  of  a  bill  or  cheque  payable  to  "  John  Smith  or  order," 
John  Smith  must  sign  his  name  on  the  back  before  he  is  entitled  to  receive 
payment,  and  he  is  said  to  endorse  the  bill  by  so  doing.  Endorsements 
may  be  in  blank  or  special.  A  blank  endorsement  is  made  when  the 
endorser  simply  signs  his  name  on  the  back  of  the  bill  without  any 
qualification.  If,  however,  the  endorser  before  signing  his  name  writes 
upon  the  bill  "  Pay  W.  Jones  or  order "  the  endorsement  is  said  to  be 
"  special,"  being  in  favour  of  the  special  person  W.  Jones.  W.  Jones  in  his 
turn  may  either  endorse  the  bill  in  blank  or  specially.  Any  endorser  upon 
a  bill  may  be  called  upon  to  pay  the  bill  by  a  subsequent  endorser  unless 
he  has  written  under  his  signature  "  sans  recours  "  or  "  without  recourse." 

A  bill  of  lading  which  is  a  document  representing  actual  goods  which 
have  been  shipped  and  carries  with  it  the  title  to  the  goods  may  be  trans- 
ferred from  one  person  to  another  by  simple  endorsement  in  the  same  way 
as  a  bill  of  exchange.     (See  "  Bills  of  Exchange  "  and  "  Cheques  "). 

Endowment. — A  fixed  sum  of  money  applied  to  some  special 
purpose,  or  the  creation  of  a  fund  to  provide  for  the  maintenance  of  some 
public  institution  or  charity.  The  term  also  signifies  a  fixed  sum  of  money 
payable  at  the  end  of  a  given  number  of  years,  or  in  the  event  of  a  person 
surviving  a  given  time.  Assurance  companies  grant  endowment  policies 
upon  which  the  premiums  are  payable  for  a  certain  number  of  years,  or 
until  death,  whilst  the  amount  stated  in  the  policy  is  payable  at  the  end 
of  a  certain  number  of  years,  or  at  death  should  the  insured  not  survive 
the  period  mentioned  in  the  policy. 
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Entry. — The  record  of  a  business  transaction  in  a  book  of  account 
is  called  an  entry.  It  usually  shows  the  date  upon  which  the  transaction 
took  place,  indicates  the  source  and  nature  of  the  transaction,  and  states 
the  amount.  When  the  transaction  is  recorded  for  the  first  time  in  the 
books  of  account  of  a  concern,  the  entry  is  called  an  original  entry,  and  the 
book  of  account  containing  such  entries  is  termed  a  book  of  original  entry. 
The  books  of  original  entry  are  usually  the  cash  book,  the  invoice  book,  the 
day  book,  the  bill  book,  and  the  journal.  From  the  books  of  original  entry 
or  original  record,  as  they  are  sometimes  called,  the  ledger  is  written  up,  and 
the  entries  in  it  are  called  post  entries  or  posting  entries. 

Eo  die. — Same  day. 

E.  &  O.  E.  is  the  contraction  for  "Errors  and  Omissions  excepted," 
which  is  frequently  put  upon  invoices,  accounts,  and  statements.  From  a 
legal  point  of  view  it  is  of  no  effect  and  should  never  in  any  circumstances 
be  used. 

Equalising*  Dividend. — An  equalising  dividend  is  a  dividend 
paid  to  a  creditor  who  has  not  participated  in  previous  dividends  paid  on 
an  estate  which  is  being  wound  up  with  the  view  of  putting  him  upon  the 
same  footing  as  the  other  creditors  of  the  estate.  Thus,  where  an  estate 
is  in  process  of  being  wound  up  and  a  creditor  who  has  not  previously 
lodged  a  claim,  lodges  one  and  is  found  to  be  entitled  to  rank  as  an  ordinary 
creditor,  then  if  the  other  ordinary  creditors  have  received  dividends  of 
7s.  6d.,  5s.,  and  2s.  per  £,  an  equalising  dividend  at  the  rate  of  14s.  6d.  is  paid 
to  such  creditor  in  addition  to  any  subsequent  dividend  which  may  be  paid. 
The  delay  of  the  creditor  in  lodging  his  claim  may  have  arisen  from  his  not 
having  heard  of  the  liquidation  of  the  estate  or  from  some  dispute  as  to  the 
amount  of  his  claim.     (See  "  Bankruptcy.") 

Equated  Time  of  Payment.     See  Average  Due  Date. 

Equitable  Assets. — Assets  that  can  be  made  available  for  the 
payment  of  debts  only  through  a  decree  or  order  of  a  Court  of  Equity. 

Equity. — Equity  as  a  technical  legal  term  does  not  indicate  a 
difference  in  kind  of  law,  but  is  due  simply  to  an  accidental  historical  dis- 
tinction in  the  courts  which  administer  equitable  principles  from  the  courts 
of  common  law.  There  are  two  conspicuous  instances  of  the  distinction,  one 
being  that  of  the  praetorian  development  of  equity  at  Kome,  the  other  that 
of  the  Court  of  Chancery  in  England.  Where  the  common  law  principles 
were  becoming  too  archaic  and  inelastic  for  the  advancing  state  of  the 
English  nation,  remedy  for  new  wrongs  or  other  right  of  action  hitherto 
unprovided  for  was  sought  by  petition  to  the  King,  who  referred  it  to  the 
Chancellor,  an  ecclesiastic  and  "  keeper  of  the  king's  conscience."  Subse- 
quently the  practice  was  to  present  a  bill  to  the  Chancellor  directly.  This 
official,  by  the  writ  of  sublicence,  compelled  the  party  complained  against  to 
appear  before  him  and  answer  personally  in  the  matter  if  he  were  acting 
against  good  conscience,  for  equity  procedure  was  always  in  personam. 
Ah  hough  early  in  English  history  Eoman  law  was  forbidden  to  be  taught  in 
England  owing  to  dislike  of  Kome.  yet  the  Chancellor,  being  an  ecclesiastic, 
would  have  a  knowledge  of  the  principles  of  the  Civil  Law,  and  so  would 
silently  borrow  from  it  in  framing  his  decision.  At  first,  no  doubt,  there 
vol.  II  26 
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would  be  some  truth  in  saying  that  equity  varied  "  with  the  length  of  the 
Chancellor's  foot,"  but  under  the  later  Chancellors,  beginning  with  Lord 
Nottingham,  the  rules  and  principles  of  English  equity  have  become  as 
fixed  and  as  settled  as  any  of  the  common  law.  In  some  cases  equity  may 
even  be  stricter.  Thus  common  law  always  allows  to  parties  the  full 
statutory  periods  of  prescription,  neither  more  nor  less.  But  equity,  while 
it  never  allows  more,  may  allow  a  shorter  period  where  a  party  has  been 
negligent ;  Vigilantibus  non  dormientibus  subvenit  cequitas.  Again,  in  many 
cases  equity  will  refuse  to  grant  specific  performance  of  a  contract  for  the 
breach  of  which  common  law  will  give  damages. 

From  the  Judicature  Act  of  1873  there  is  said  to  have  been  a  fusion  of 
common  law  and  of  equity,  but  it  is  more  in  name  than  in  reality,  for  the 
most  important  matters  peculiar  to  equity  are  still  reserved  by  the  Act  for 
the  Chancery  Division.  Common  law  knew  nothing  of  trusts,  and  therefore 
these  are  still  enforced  in  the  Chancery  Division.  Chancery  had  a  much 
better  machinery  for  matters  of  accounting,  hence  the  taking  of  partnership 
accounts  is  a  matter  for  the  Chancery  Division. 

In  Scotland  common  law  and  equity  have  always  been  administered  by 
the  same  court.  The  principal  cause,  doubtless,  of  this  is  the  fact  of  Scots 
law  being  so  largely  based  on  Eoman  law.  Eoman  law  at  its  maturity  had 
gone  through  the  process  of  the  development  of  the  ideas  of  equity.  Thus 
Scottish  jurisprudence  has  escaped  the  painful  task  of  centuries  which 
England  has  had  to  perform  owing  to  her  blind  refusal  formerly  to  listen  to 
the  doctrines  of  Eoman  law.  W.  J.  N.  Liddall. 

Errors. — An  error  is  a  mistake,  a  deviation  from  the  truth,  or  to  be 
even  more  euphemistic,  a  difference.  Errors  may  be  divided  into  errors  of 
principle,  of  commission,  and  of  omission.  Errors  of  principle  include  such 
errors  as  debiting  to  capital,  charges  which  properly  should  go  against 
revenue,  including  in  the  profit  and  loss  of  one  period  items  which  do  not 
apply  to  that  period,  valuing  goods  at  the  selling  price  instead  of  at  the 
cost  price,  or  not  preparing  the  accounts  according  to  a  duly  prescribed 
form. 

Errors  in  Accounts, — Book-keeping  has  to  do  with  the 
recording  and  manipulation  of  financial  facts,  but  no  matter  how  simple 
these  facts  which  have  to  be  recorded  are,  and  no  matter  how  carefully  the 
various  manipulations  to  which  they  have  to  be  subjected  are  carried  out, 
it  is  found  in  practice  that  errors  of  omission  and  commission  will  from 
one  cause  or  another  take  place.  As  prevention  is  in  such  matters  better 
than  cure,  the  utmost  pains  should  be  taken  to  prevent  mistakes  being 
made,  but  as  no  matter  how  much  care  may  be  taken  errors  will  arise,  it  is 
essential  for  accountants  to  know  how  to  detect  such  mistakes  and  how  to 
correct  them.  In  the  article  "  Book-keeping,"  vol.  i.  p.  438,  it  is  pointed 
out  that  one  of  the  main  tests  of  a  good  system  of  book-keeping  is  that  the 
errors  can  be  localised.  When  through  the  non-balancing  of  the  trial 
balance  errors  are  known  to  exist  in  a  set  of  books,  it  is  a  great  saving  of 
time  if  these  errors  can  be  localised,  and  if  the  error-infected  area  can  be 
reduced  to,  say,  either  the  Customers'  Ledger,  the  General  Ledger,  the 
Creditors'  Ledger,  the  Cash  Book,  the  Invoice  Book,  or  the  Day  Book.  It 
is  then  only  necessary  that  the  attention  of  the  accountant  or  book-keeper 
should  be  devoted  to  the  error-infected  area.  Books  should,  therefore, 
always  be  designed  with  this  object  in  view,  as  any  extra  labour  involved 
is  more  than  recompensed. 
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The  Causes  of  Errors. — Errors  arise  through  carelessness  or  in- 
competence, and  may  be  classified  according  to  the  different  causes  which 
have  produced  them,  as  follows: — 

1.  Arithmetical,  such  as  errors  in  the  additions  of  columns  or  in  the 
subtractions  in  arriving  at  balances. 

2.  Copying  figures,  that  is,  errors  in  the  amounts  of  figures  produced 
through  carelessness  in  copying  them,  whether  into  the  Ledger  when  posting 
from  the  books  of  original  record,  or  in  carrying  forward  the  totals  from  the 
foot  of  one  column  to  the  head  of  another. 

3.  Entering  items  in  the  wrong  account,  or  upon  the  wrong  side  of  the 
right  account. 

4.  Errors  of  omission,  as  omitting  to  post  an  item. 

These  various  errors  which  are  made  in  keeping  accounts  may  be  further 
divided,  according  as  they  affect  or  do  not  affect  the  balancing  of  the  books, 
into : — 

(i.)  Isolated  or  single  errors  which  prevent  the  trial  balance  from 
balancing. 

(ii.)  Compensating  or  neutralising  errors  which  do  not  prevent  the  trial 
balance  from  balancing. 

I.  Isolated  or  Single  Errors. — Isolated  errors  being  those  which 
prevent  the  trial  balance  balancing  interfere  with  the  fundamental  principle 
of  book-keeping,  that  for  every  debit  there  must  be  a  corresponding  credit, 
and  have  a  decided  leaning  to  virtue's  side  in  that  the  trial  balance  is  bound 
to  reveal  them,  unless  there  are  other  isolated  errors  which  neutralise  their 
effect  and  prevent  them  being  detected  through  the  trial  balance. 

II.  Compensating  or  Neutralising  Errors. — Neutralising  errors 
which  do  not  prevent  the  trial  balance  balancing  are  usually  the  worst  to 
get  at  and  may  never  be  discovered.  Thus,  where  an  amount  has  been 
debited  to  the  wrong  customer  that  error  will  not  be  discovered  unless  the 
customer,  against  whom  the  amount  has  been  charged,  objects  to  the  item 
when  his  account  is  rendered,  and  it  may  then  be  found  too  late  to  recover 
the  amount  from  the  proper  debtor.  Such  losses  have  not  infrequently 
occurred  in  practice.  To  prevent  these  neutralising  errors  great  care  should 
be  exercised  in  posting  books  to  begin  with,  and  thereafter  they  should  be 
carefully  checked.  Neutralising  errors  are  sometimes  discovered  by  the 
careful  comparing  of  one  year's  accounts  with  the  previous  year's. 

The  Detection  of  Errors. — When  a  set  of  books  do  not  balance  the 
most  direct  method  of  finding  out  the  mistake  is  to  check  over  the  whole  of 
the  work,  including  the  posting  and  summations.  To  check  over  the  whole 
of  the  posting  of  a  set  of  books  is,  however,  for  most  people  a  most  irksome 
process,  and  one  which  is  seldom  remunerative.  Moreover,  even  when  the 
whole  posting  has  been  checked  an  error  may  still  exist  so  as  to  prevent  the 
books  balancing ;  the  various  books,  therefore,  are  now  discussed  in  detail, 
and  certain  methods  are  indicated  which  are  usually  sufficient  to  bring  the 
books  to  an  exact  balance  without  the  trouble  of  checking  over  the  whole 
of  the  posting.  Where  it  is  necessary  to  check  over  the  whole  of  the 
posting,  that  portion  of  it  should  always  be  done  first  which  is  under  the 
charge  of  any  clerk  who  is  considered  to  be  not  quite  so  careful  as  the  other 
clerks. 

Cash. — The  Cash  Book,  or  cash  account,  as  it  should  be  generically 
termed,  contains  the  record  of  the  cash  which  has  come  in  and  of  the  cash 
which  has  been  paid  out.  It  will  be  a  correct  record  if  the  cash  as 
received  and  paid  has  been  entered  under  the  proper  dates  and  headings 
and  upon  the  correct  sides.     The  balance  in  such  a  case  shown  by  the  cash 
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account  will  agree  with  the  actual  cash  on  hand,  and  the  agreement  of  the 
two  forms  one  of  the  most  valuable  checks  upon  the  accuracy  of  the  cash 
account.  If  the  cash  on  hand  is  more  than  the  balance  shown  by  the  cash 
account  the  chances  are  that  some  cash  has  been  received  and  not  entered, 
but  the  mistake  may  also  be  due  to  the  entering  on  the  credit  side  of  some 
amount  which  has  not  been  paid  at  all,  or  from  there  having  been  entered 
on  the  credit  side  an  amount  larger  than  that  actually  paid.  Immediately 
the  cash  on  hand  is  found  not  to  be  the  same  as  the  balance  shown  by  the 
cash  account,  the  cause  of  the  disagreement  should  be  sought  for.  The 
additions  should  be  checked.  It  may  be  necessary  to  go  over  all  the  cash 
transactions  with  their  various  vouchers  and  instructions  from  the  time 
when  the  balances  were  previously  found  to  be  in  agreement.  A  Cash 
Balance  Book  showing  all  the  details  at  each  time  the  cash  is  counted  should 
always  be  kept  to  assist  in  finding  out  such  errors,  and  as  a  record  of  how 
often  the  cash  has  been  balanced.  If  the  error  is  not  found  the  cashier 
should  open  an  account  in  the  Ledger  headed  "  Cash  Differences,"  and  should 
make  an  entry  in  the  Cash  Book  to  make  the  cash  balance  as  shown  by  the 
Cash  Book  agree  with  the  cash  on  hand.  Thus,  if  there  is  a  surplus  of 
£5  :  10s.  in  the  cash  on  hand,  and  it  is  found  impossible  to  ascertain  how  the 
discrepancy  has  arisen,  an  entry  should  be  made  on  the  debit  side  of  the 
Cash  Book  "  To  Cash  Differences  account,  amount  of  surplus  cash  due  to 
some  omission  during  the  week,  £5  :  10s."  This  sum  should  be  posted  to 
the  credit  of  the  Ledger  account,  and  immediately  the  cause  of  the  dis- 
crepancy is  ascertained  a  correcting  entry  should  be  made  debiting  "  Cash 
Differences  account,"  and  crediting  the  correct  account  in  the  Ledger. 
Entries  in  the  Cash  Book  of  wrong  amounts  are  at  once  revealed  by  the 
disagreement  of  the  cash  on  hand  with  the  cash  balance  as  shown  by  the 
cash  account,  but  if  all  attempts  to  find  out  the  error  fail,  and  an  entry 
has  to  be  made  in  the  cash  account  and  posted  to  the  "  Cash  Differences  " 
account  in  the  Ledger,  the  matter  is  recorded  and  at  some  future  time  the 
error  may  be  discovered.  Thus,  if  a  customer  has  paid  his  account  and  the 
receipt  has  not  been  entered  in  the  cash  account,  immediately  the  account 
is  again  rendered  he  will  produce  the  receipt,  and  the  error  will  then  be 
rectified  by  debiting  the  "  Cash  Differences  account "  and  crediting  the  cus- 
tomer's account  in  the  Ledger.  This  is  usually  accomplished  by  a  journal  entry. 
Bank  Account. — Where  the  bank  account  is  kept  in  the  Cash  Book,  as 
should  usually  be  the  case,  the  bank  Pass  Book,  if  written  up  by  the  bank, 
gives  at  once  the  means  of  checking  the  correctness  of  the  bank  column  in 
the  Cash  Book.  Where  the  customer  of  the  bank  writes  up  the  Pass  Book  so 
far  as  the  cheques  paid  are  concerned,  it  is  necessary  for  a  note  of  the  bank 
balance  to  be  obtained  from  the  bank,  and  the  Pass  Book  can  then  be 
reconciled  with  this  note  by  ascertaining  what  cheques  are  outstanding. 
Such  a  reconciliation  might  be  as  follows : — 

Reconciliation  of  the  Balance  as  shown  by  the  Bank  Pass  Book  with  the 
Balance  stated  by  the  Bank 

Balance  in  bank  as  shown  by  the  Pass  Book        ....      £60    0    0 
Add— 

Cheques  not  yet  presented  ....        £40    0    0 

15     0     0 
55     0    0 


Balance  in  bank  according  to  bank  certificate     .  .  .  .    £115    0    0 

In  balancing  a  set  of  books  the  first  step  to  take  is  to  reconcile  the 
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bank  balance  as  shown  by  the  books  with  the  bank  balance  as  certified  by 
the  bank. 

Invoice  1>ook  and  Day  Book. — To  prevent  errors  in  the  Invoice 
Book  and  Day  Book  the  utmost  care  should  be  taken  to  see  that  all  goods 
received  into  the  warehouse  and  all  goods  sold  are  duly  recorded  alike  as  to 
description,  quality,  bulk,  and  price.  Errors  may  be  discovered  by  reference 
to  the  order  form,  to  the  invoices,  to  the  statements  rendered  by  the  creditors, 
and  to  the  warehouse  book.  Errors  in  the  Invoice  Book  may  be  avoided  by 
comparing  the  entries  with  the  order  form  and  invoice.  Each  entry  should 
be  checked  in  every  particular.  Errors  in  the  Day  Book  are  most  difficult 
to  discover  once  the  goods  have  left  the  warehouse,  so  that  to  prevent  errors 
occurring  a  proper  system  of  checking  should  be  adopted  in  connection  with 
all  goods  which  go  out.  Invoices  should  be  sent  with  all  goods  sold,  and  all 
goods  received  should  be  accompanied  by  a  detailed  and  priced  invoice 
even  when  they  are  purchased  for  cash.  Errors  in  the  additions  of  the  Day 
Book  or  Invoice  Book  will  be  revealed  by  the  trial  balance. 

Ledger  Accounts. — There  may  be  errors  in  a  Ledger  account  from  a 
variety  of  causes.  Thus,  the  account  may  be  over-debited  or  under-debited, 
over-credited  or  under-credited,  the  summations  of  either  side  may  be  over 
or  under  summed,  or  there  may  be  a  combination  of  certain  or  all  of  these 
six  errors.  The  balance  of  a  Ledger  account,  it  is  important  to  remember, 
may  be  quite  correct,  but  the  account  itself  in  consequence  of  equalising 
errors  may  be  wrong.  Where  the  wrong  amount  is  posted  to  the  Ledger 
from  a  book  of  original  entry  containing  the  correct  amount,  the  existence 
of  the  error  will  be  revealed  by  the  trial  balance.  The  omission  to  post  an 
item  to  a  Ledger  account,  an  item  posted  to  the  wrong  side  of  the  Ledger, 
and  an  error  in  the  castings  or  the  carrying  forwards,  are  also  errors  which 
will  be  revealed  by  the  trial  balance.  The  effect  of  posting  an  item  to  the 
wrong  side  of  the  Ledger  will  result  in  an  error  of  double  the  amount  so 
posted,  and  thus  half  the  difference  of  the  columns  of  the  trial  balance 
should  be  searched  for  where  such  an  error  is  suspected.  The  more 
objectionable  errors  in  Ledger  accounts,  however,  are  those  which  are  not 
revealed  by  the  trial  balance,  such  as  where  an  item  is  posted  to  the  wrong 
account. 

The  Trial  Balance. — The  fact  that  the  trial  balance  of  a  set  of  books 
duly  balances  is  not  absolute  proof  that  the  books  are  correct,  and  too 
much  is  sometimes  made  of  the  fact  that  an  apparently  correct  trial  balance 
has  been  prepared.  There  may  be  errors  on  both  sides  of  the  Ledger,  and 
still  the  trial  balance  may  be  apparently  in  order.  It  is,  however,  a  positive 
proof  of  the  existence  of  error  in  a  set  of  books  when  the  totals  of  the  two 
sides  of  the  trial  balance  do  not  agree. 

When  a  trial  balance  does  not  balance  it  is  as  well  to  make  sure  that 
the  error  is  not  in  the  trial  balance  itself.  Thus,  the  balances  of  a  set  of 
books  as  appearing  in  the  Ledger  may  be  quite  correct,  but  an  error  may  be 
made  in  preparing  the  trial  balance.  This  arises  usually  from  an  error  in 
the  castings,  from  taking  down  the  balance  incorrectly  from  the  Ledger,  or 
from  copying  the  correct  balance  down,  but  inserting  it  in  the  wrong 
column.  Where  a  balance  is  inserted  in  the  wrong  column  the  difference 
in  the  totals  of  the  trial  balance  due  to  this  error  will  be  double  the  amount 
of  the  Ledger  balance,  and  accordingly  errors  of  this  description  may  be 
detected  by  looking  for  a  Ledger  balance  of  half  the  amount  of  the  difference 
of  the  totals  of  the  trial  balance.  In  balancing  a  set  of  books,  therefore,  it 
is  important  to  see  that  the  trial  balance  itself  is  correctly  taken,  and  that  an 
apparent  error  in  the  books  is  not  due  simply  to  an  error  in  the  trial  balance. 
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After  being  fully  satisfied  that  the  error  is  not  in  the  trial  balance  by 
carefully  checking  the  taking  down  of  the  balances  and  the  castings  of  the 
trial  balance,  the  exact  difference  of  the  columns  of  the  trial  balance  should 
be  ascertained.  If  this  difference  is  a  simple  sum,  such  as  £1000,  £70,  or 
10s.,  the  probability  is  that  the  error  is  in  the  castings,  and  the  additions  of 
the  Ledger  should  be  carefully  checked,  as  also  the  carrying  forwards.  Such 
errors  are  almost  certain  to  take  place  unless  care  is  taken  in  writing  down 
the  figures  to  place  units  under  units,  tens  under  tens,  the  hundreds  under 
the  hundreds,  and  the  thousands  under  the  thousands.  Sometimes  the 
tails  of  7's  and  9's,  where  these  are  carelessly  made,  get  added  up  as  10's  in 
the  next  row  of  figures.  In  fact,  an  accountant  very  often  by  examining 
the  writing  is  enabled  to  find  errors  in  books  without  the  trouble  of 
checking  all  the  postings.  When  the  difference  is  confined  to  the  shillings 
and  pence  columns  it  is  usually  sufficient  to  check  the  additions  of  these 
columns  only,  but  this  is  not  always  satisfactory,  as  eventually  a  small 
error  may  be  found  to  be  made  up  of  several  larger  errors  which  partly 
counterbalance  one  another. 

If  the  difference  is  a  compound  sum,  such  as  £57  :  15  : 4,  it  is  probable 
that  the  error  has  arisen  from  some  balance  being  omitted  altogether, 
through  some  item  of  that  amount  not  having  been  posted,  or  through  some 
item  having  been  posted  to  the  wrong  side  of  the  Ledger.  If  it  is  suspected 
that  some  item  has  been  posted  to  the  wrong  side  of  the  Ledger  then  an 
item  of  half  the  amount  of  the  difference  should  be  looked  for,  as  the  effect 
of  such  an  error  is  to  double  the  mistake. 

If  the  difference  consists  of  some  multiple  of  lid.,  19s.,  or  £9,  the  chances 
are  that  the  figures  for  pence  and  shillings,  shillings  and  pounds,  or  pounds 
have  been  transposed.  Thus,  if  the  difference  is  3s.  8d.  (lid.  x  4,  or  4s.  less  4d.) 
the  error  may  have  arisen  through  writing  4s.  for  4d.,  or  4d.  for  4s.  If  the 
difference  is  £2 :17s.  (19s.  x  3,  or  £3  less  3s.)  the  error  may  have  arisen  through 
writing  £6  :  3s.  for  £3  :  6s.,  £8 :  5s.  for  £5  :  8s.,  or  any  similar  reversal  of 
figures.  Similarly,  an  error  of  £27  may  be  due  to  writing  £196  for  £169, 
and  so  on. 

If  all  attempts  fail  to  find  out  the  mistakes  by  these  short  methods  an 
endeavour  should  be  made  to  localise  the  error,  but  if  that  is  not  possible 
the  whole  posting  will  require  to  be  gone  over.  In  checking  postings  the 
utmost  care  is  necessary,  as  the  strangest  errors  are  sometimes  made.  In 
one  case  where  the  postings  had  been  gone  over  twice  without  discovering 
the  error,  it  was  eventually  found  to  have  been  made  by  a  figure  being 
added  up  with  the  figures  of  the  next  page  in  addition  to  being  added  up 
in  its  proper  place,  as  the  figure  was  read  through  a  scrape  made  in  the  next 
page.  There  is  also  the  case  of  the  cashier  who  included  the  anno  domini 
in  his  addition. 

If  the  books  do  not  balance  after  the  posting  has  all  been  gone  over,  a 
very  good  plan  is  to  check  the  books  by  preparing  a  skeleton  ledger,  which 
contains  simply  the  names  of  the  accounts  and  debit  and  credit  columns. 

Eectification  of  Errors. — When  an  error  is  discovered  the  next  thing 
to  do  is  to  rectify  the  mistake  which  has  been  made.  The  method  of  doing 
this  will  depend  upon  the  nature  of  the  error.  There  is  one  negative  rule, 
however,  to  which  there  should  be  allowed  no  exceptions,  and  that  is  that 
in  all  the  books  of  account  of  a  business  there  shall  be  no  scraping  either 
of  figures  or  of  words.  This  rule  is  usually  applied  to  the  books  of  original 
record,  that  is,  to  the  Cash  Book,  Invoice  Book,  Day  Book,  and  Bill  Book,  but 
it  should  be  extended  also  to  the  Ledger.  If  it  is  found  necessary  to  delete 
either  words  or  figures  the  proper  way  to  do  so  is  not  to  use  a  scraper,  but 
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with  a  ruler  and  pen  and  ink  to  boldly  draw  one  or  two  lines  through  the 
figures  or  words  which  it  is  desired  to  delete.  The  alteration  may  thus  be 
seen  at  any  future  time,  and  there  is  no  such  dubiety  about  a  simple  deletion 
as  there  is  about  a  scrape. 

In  rectifying  errors  the  object  is  to  make  the  balance  of  the  accounts 
appear  as  they  would  have  appeared  had  it  not  been  for  the  error.  The 
correcting  entry  should,  as  a  rule,  be  made  through  the  Journal.  In  the 
ease  of  errors  in  the  additions  where  the  totals  have  not  been  posted,  it  is 
sufficient  to  alter  the  figures,  and  it  is  a  good  plan  to  carry  out  the  altera- 
tions in  red  ink,  as  very  often  in  correcting  one  error  another  error  is  made. 

Omissions  in  the  books  of  original  record  when  discovered  before  the 
closing  of  the  books,  or  before  the  totals  are  posted,  can  be  rectified  at  once 
by  adding  the  omission  at  the  end,  and  referring  to  it  under  the  proper  date 
if  that  is  considered  necessary. 

There  is  given  a  table  showing  the  method  of  correcting  the  usual  errors 
which  are  made  in  keeping  accounts.  In  making  the  correcting  Journal 
entry  it  will  be  observed  that  in  the  case  of  the  isolated  or  single  errors  only 
one  column  in  the  Journal  is  affected,  but  in  the  case  of  the  compensating 
entries  both  columns  are  affected.  In  making  the  Journal  entries  care 
should  be  taken  to  add  a  full  explanation  of  the  error,  and  the  entry  should 
be  so  made  that  the  accuracy  of  the  correction  can  be  at  once  seen.  When 
an  accountant  is  called  in  to  balance  a  set  of  books  that  it  has  been  found 
difficult 'to  balance,  it  is  a  very  good  rule  for  him  to  begin  by  verifying  the 
corrections  which  have  already  been  made. 


Table  showing  the  Method  of  Correcting  Errors 
I.  Isolated  or  Single  Errors 


Location  of  Error. 

Error. 

Correcting  Journal  Entry. 

Cash  Book 

Over-summed  on  debit  side  or  under- 
summed  on  credit  side. 

Credit  cash. 

Under-summed  on  debit  side  or  over- 

Debit  cash. 

summed  on  credit  side. 

Invoice  Book  . 

Over-  summed. 

Credit  goods. 

Under-summed. 

Debit  goods. 

Day  Book 

Over-summed. 

Debit  goods. 

Under-summed. 

Credit  goods. 

Journal  . 

A.  B.  Account  over-debited 

Credit  A.  B.  Account. 

A.  B.  Account  over-credited. 

Debit  A.  B.  Account. 

A.  B.  Account  under-debited. 

Debit  A.  B.  Account. 

A.  B.  Account  under-credited. 

Credit  A.  B.  Account. 

Ledger    . 

A.  B.  Account  omitted  to  be  debited. 

Debit  A.  B.  Account. 

A.  B.  Account  omitted  to  be  credited. 

Credit  A.  B.  Account. 

A.  B.  Account  under-debited. 

Debit  A.  B.  Account  with  amount  of 
under-debit. 

A.  B.  Account  over-debited. 

Credit  A.  B.  Account  with  amount 
of  over-debit. 

A.  B.  Account  under-credited. 

Credit  A.  B.  Account  with  amount 
of  under-credit. 

A.  B.  Account  over-credited. 

Debit  A.  B.  Account  with  amount 
of  over-credit. 

A.   B.    Account   debited   instead   of 

Credit  A.  B.  Account  with  double 

credited. 

the  error. 

A.  B.   Account  credited    instead   of 

Debit  A.   B.  Account  with   double 

debited. 

the  error. 
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II. — Compensating  or  Neutralising  Errors 


Location  of  Error. 

Error. 

Correcting  Journal  Entry. 

Cash  Book 

A.  B.  Account  omitted  to  be  entered 
on  the  debit  side  of  Cash  Book. 

Cash  debtor  to  A.  B. 

A.  B.  Account  omitted  to  be  entered 

A.  B.  debtor  to  Cash. 

on  the  credit  side  of  the  Cash  Book. 

A.  B.  Account  on  debtor  side  of  Cash 

A.  B.  debtor  to  Cash  for  amount  of 

Book  over-stated. 

over  statement. 

A.  B.  Account  on  credit  side  of  Cash 

Cash  debtor  to  A.  B.  for  amount  of 

Book  over-stated. 

over  statement. 

A.  B.  Account  on  debit  side  of  Cash 

Cash  debtor  to  A.  B.  for  amount  of 

Book  under-stated. 

under  statement. 

A.  B.  Account  on  credit  side  of  Cash 

A.  B.  debtor  to  Cash  for  amount  of 

Book  under-stated. 

under  statement. 

C.  D.   entered  as  the  name  of  the 

C.  D.  debtor  to  A.  B. 

account    on  the   debtor   side   in- 

stead of  A.  B. 

C.    D.  entered  as  the  name  of  the 

A.  B.  debtor  to  C.  D. 

account  on  the  credit  side  instead 

of  A.  B. 

Invoice  Book  . 

A.  B.  omitted. 

Goods  debtor  to  A.  B. 

A.  B's  account  over-stated. 

A.  B.  debtor  to  goods  for  the  amount 
of  the  over  statement. 

A.  B's  account  under-stated. 

Goods  debtor  to  A.  B.  for  the  amount 
of  the  under-statement. 

C.  D.  entered  instead  of  A.  B. 

C.  D.  debtor  to  A.  B. 

Day  Book 

A.  B.  omitted. 

A.  B.  debtor  to  Goods. 

A.  B's  account  over-stated. 

Goods  debtor  to  A.  B.  for  the  amount 
of  over  statement. 

A.  B's  account  under-stated. 

A.  B.  debtor  to  Goods  for  the  amount 
of  the  under  statement. 

C.  D.  entered  instead  of  A.  B. 

A.  B.  debtor  to  C.  D. 

Journal  . 

A.  B.  account  over-debited  and  C.  D. 

C.  D.  Account  debtor  to  A.  B.  Ac- 

account over-credited. 

count. 

A.    B.    Account  under -debited  and 

A.  B.  Account  debtor  to  C.  D.  Ac- 

C. D.  Account  under-credited. 

count. 

A.   B.  Account  entered  as  debtor  to 

C.    D.    Account    debtor    to    A.    B. 

C.  D.  Account  instead  of  C.  D.  Ac- 

account for  double  the  amount. 

count  debtor  to  A.B.  Account. 

C.  D.  Account   credited  instead   of 

C.  D.  debtor  to  A.  B. 

A.  B.  Account. 

C.    D.   Account  debited   instead   of 

A.  B.  debtor  to  C.  D. 

A.  B.  Account. 

Ledger    . 

A.    B.    Account  debited   instead   of 
C.  D.  Account. 

C.  D.  debtor  to  A.  B. 

A.  B.  Account  credited   instead   of 

A.  B.  debtor  to  C.  D. 

C.  D.  Account. 

Establishment  Expenses. — As  applied  to  manufacturers' 
or  cost  accounts  establishment  expenses  are  all  charges  incurred  in  making 
articles  or  in  completing  contracts,  with  the  exception  of  the  raw  material 
used,  the  direct  labour  employed,  and  any  other  expenses  which  can  be 
charged  directly  to  the  work.  Establishment  expenses,  in  fact,  embrace  all 
charges  which  cannot  be  directly  charged  against  the  cost  account  of  the 
manufacture  of  a  particular  article,  or  against  the  cost  of  a  particular  job. 
It  is  wrong,  however,  to  include,  as  is  sometimes  done,  profit  as  an  item  of 
establishment  expenses.  Such  charges  as  the  rent  of  a  factory  or  ware- 
house, taxes,  rates,  fire  insurance,  motor  power,  heating,  lighting,  store- 
keeper's wages,  and  office  expenses,  are  all  essential  for  the  manufacture  of 
any  article  or  for  the  completion  of  a  contract,  but  they  cannot  be  charged 
against  any  particular  article  or  job,  but  are  chargeable  against  the  whole  of 
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the  articles  manufactured  or  against  the  whole  of  the  contracts  entered 
into.  Such  charges  as  rent,  taxes,  motor  power,  heating,  and  lighting  are 
sometimes  termed  dead -weight  expenses,  because  they  practically  are 
payable  no  matter  how  little  work  may  be  done,  and  do  not  vary  much  with 
the  volume  of  business.  Sometimes  the  labour  employed  in  a  business  is 
divided  into  productive  and  unproductive,  but  the  division  is  somewhat 
unfortunate,  as  the  service  of  clerks  and  accountants  is  as  essential  for  the 
proper  conduct  of  a  business  as  any  other  portion  of  the  labour  employed. 

The  most  important  question  which  arises  in  connection  with  establish- 
ment expenses  is  as  to  how  they  should  be  charged  in  a  cost  account  in 
arriving  at  the  cost  of  any  article  or  contract.  In  the  case  of  a  colliery  or 
brick  factory  which  has  been  some  time  in  existence  the  establishment 
expenses  are  usually  arrived  at  by  taking  the  total  expense  for  a  year,  and 
dividing  it  by  the  total  number  of  tons  of  coal  or  tons  of  brick  sold.  The 
cost  of  each  ton  of  coal  or  brick  is  thus  obtained,  and  the  selling  price  is 
arrived  at  by  adding  on  so  much  per  ton  for  profit.  This  method  works  in 
such  cases  very  satisfactorily.  A  manufacturer  or  contractor,  however, 
cannot,  as  a  rule,  find  out  the  ratio  which  his  establishment  expenses  bear 
to  each  ton  he  produces  in  this  manner,  and  accordingly  he,  as  a  rule, 
charges  the  establishment  expenses  either  to  each  department  or  to  each 
contract  as  a  percentage  upon  the  other  items  of  the  cost  of  the  department 
or  contract.  This  percentage  is  usually  charged  in  one  of  the  three 
following  ways : — 

(1)  As  a  percentage  on  the  labour. 

(2)  As  a  percentage  on  the  raw  material  used. 

(3)  As  a  percentage  on  the  raw  material  and  labour  combined. 

The  method  to  be  adopted  in  any  particular  case  depends  upon  the 
nature  of  the  business,  but,  as  a  rule,  the  first  method,  that  of  charging  the 
expenses  as  a  percentage  upon  the  direct  labour  employed,  is  the  one 
adopted.  The  raw  material  used  either  in  regard  to  quantity  or  quality 
cannot  affect  to  any  large  extent  the  amount  of  rent,  taxes,  motor  power, 
heating,  or  lighting,  which  should  be  charged  against  the  work,  but  all 
these  expenses  vary  directly  with  the  labour  employed.  As  an  illustration, 
let  it  be  assumed  that  the  following  statement  shows  the  raw  material  and 
the  cost  of  direct  labour  charged  against  three  contracts : — 


Direct  Cost  of  Contracts 


Xo.  1 

No.  2. 

No.  3. 

Total. 

Raw  material 
Direct  labour 

Total      . 

£2000     0     0 
1000     0     0 

£2000     0     0 
2000     0     0 

£2000     0     0 
3000     0     0 

£6,000     0     0 
6,000     0     0 

£3000     0     0 

£4000     0     0 

£5000     0     0 

£12,000     0     0 

If  it  is  assumed  that  the  total  establishment  expenses  amount  to  £2400, 
it  is  evident  that  these  expenses  are  at  the  rate  of  40  per  cent  of  both  the 
of  the  labour  and  of  the  raw  material,  and  to  20  per  cent  of  the  cost  of 
the  labour  and  material  combined.  If  it  is  assumed  that  the  contract  price 
for  each  of  the  contracts  is  £3570,  £5040,  and  £6510  respectively,  then, 
giving  effect  to  the  three  methods  of  treating  establishment  expenses,  the 
following  statement  shows  the  net  profit  in  each  case : — 
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1.  Charging  Expenses  according  to  the  Cost  of  Labour 


No.  l. 

No.  2. 

No.  3. 

Raw  material  ..... 
Direct  labour  ..... 
Expenses — 40  per  cent  of  labour 

Price 

Profit     . 

£2000     0     0 

1000     0     0 

400     0     0 

£2000     0 

2000     0 

800     0 

0 

0 
0 

£2000     0     0 
3000     0     0 
1200     0     0 

£3400     0     0 
3570     0     0 

£4800     0 
5040     0 

0 
0 

£6200     0     0 
6510     0     0 

£170     0     0 

£240     0 

0 

£310     0     0 

2.  Charging  Expenses  according  to  the  Cost  of  the  raw  Material 


No.  1. 

No.  2. 

No.  3. 

Raw  material  ..... 
Direct  labour  ..... 
Expenses — 40  per  cent  of  material    . 

Price 

Profit     . 

£2000     0     0 

1000     0     0 

800     0     0 

£2000     0 

2000     0 

800     0 

0 
0 
0 

£2000     0     0 

3000     0     0 

800     0     0 

£3800     0     0 
3570     0     0 

£4800     0 
5040     0 

0 
0 

£5800     0     0 
6510     0     0 

£230     0     0 
(Loss) 

£240     0 

0 

£710     0     0 

3.  Charging  Expenses  according  to  the  Cost  of  the  Raw  Material  and 

Labour  combined 


No.  l. 

No.  2. 

No.  3. 

Labour  and  raw  material          .... 
Expenses — 20  per  cent  of  labour  and  material 

Price        .... 

£3000     0     0 
600     0     0 

£4000     0 
800     0 

0 

0 

£5000  0  0 
1000     0     0 

£3600     0     0 
3570     0     0 

4800     0 
5040     0 

0 
0 

6000  0  0 
6510     0     0 

£30     0     0 

(Loss) 

£240     0 

0 

£510     0     0 

It  will  be  observed  that  by  the  first  method  the  profit  is  at  the  rate  of 
5  per  cent  on  the  total  cost,  which  is  equivalent  to  a  rate  of  4*76  per  cent 
upon  the  price.  By  the  second  method  the  first  contract  shows  a  loss  of 
£230,  and  No.  3  contract  a  profit  of  £710,  and  by  the  third  method  a  loss 
of  £30  on  the  first  contract  and  a  profit  of  £510  upon  the  third  contract. 
On  the  assumption  that  the  first  method  is  the  correct  method  of  charging 
the  establishment  expenses  these  results  show  how  important  it  is  to  have 
a  correct  method  of  charging  establishment  expenses,  because  by  the  second 
and  third  methods  a  loss  is  shown  upon  contracts  and  an  inflated  profit 
shown  upon  others,  whereas  these  contracts  are  all  equally  remunerative. 
It  will  be  observed  that  in  the  case  of  No.  2  contract,  where  the  cost  of  the 
raw  material  and  of  the  contract  labour  are  the  same,  there  is  no  difference 
in  the  profit  shown  by  the  three  methods.  (See  "  Cost  Kecords  or  Factory 
Accounting,"  "  Factory  Organisation  and  Costing  Arrangements.") 

Estate  Account. — In  connection  with  executorship  accounts, 
an  account  headed  "  Estate  Account "  is  sometimes  used,  upon  the  credit 
side  of  which  are  placed  all  the  assets  of  the  estate  which  is  to  be  wound 
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up,  the  individual  accounts  of  these  assets  being  debited.  Upon  the  debit 
side  of  the  estate  account  are  placed  all  the  liabilities  of  the  estate,  the 
individual  accounts  of  the  creditors  being  credited  with  the  various  amounts. 
This  account  is  also  credited  with  all  the  gains  upon  realisation  and  debited 
with  all  the  losses  upon  realisation.  It  is  also  debited  with  the  funeral  and 
administration  expenses.  Such  an  account  forms,  in  fact,  the  capital 
account  of  the  executry,  and  its  use  will  be  readily  understood  if  it  is 
looked  upon  as  such. 

Estate  Book-keeping".— The  book-keeping  to  record  the 
transactions  in  connection  with  a  landed  estate  varies  with  the  size  of 
the  estate  and  the  method  of  working  it.  Some  large  estates  require  a 
considerable  office  staff  to  overtake  the  work  of  keeping  the  estate  books, 
but  in  smaller  estates  where  the  landowner  has  no  factor,  a  few  minutes 
each  day  or  only  occasionally  are  sufficient  for  all  the  necessary  work.  In 
some  cases  a  home-farm  is  managed  in  addition  to  the  estate  itself,  but 
while  in  some  cases  the  home-farm  transactions  are  incorporated  in  the 
estate  books,  in  other  cases  a  separate  set  of  books  is  kept  for  the  home- 
farm.  The  account  books  required  for  estate  purposes  thus  vary  very 
considerably.  In  some  cases  a  complete  system  of  double  entry  book- 
keeping is  kept,  but  in  others  a  simple  cash  book  is  all  that  is  kept. 

The  importance  of  the  keeping  of  a  proper  set  of  books  for  estates 
cannot  be  exaggerated.  In  the  case  of  a  home-farm  it  is  essential  that  the 
profit  made  from  the  farm,  or,  as  is  more  usually  the  case,  the  loss  which 
results  from  having  a  home-farm,  should  be  accurately  ascertained.  It  is 
also  necessary  that  the  landowner,  like  everyone  else,  should  know  his 
exact  income  in  order  that  he  may  live  within  it.  (See  "  Farm  Book- 
keeping.") 

Estate  Duty.     See  Death  Duties. 

Estimates. — When  it  is  proposed  to  do  certain  work,  and  it  is 
desired  to  know  beforehand  exactly  what  it  will  cost,  a  schedule  or  form 
of  tender  is  prepared,  giving  all  the  necessary  particulars  of  the  work 
required  to  be  done  and  of  the  material  to  be  used.  With  the  view  of 
giving  an  estimate,  or  quoting  a  price  for  the  production  of  certain  articles, 
or  the  doing  of  certain  work,  reference  is  made  to  the  past  experience  of  a 
business  as  contained  in  its  cost  accounts  (see  "  Cost  Kecords  or 
Factory  Accounting  "  and  "  Factory  Organisation  and  Costing 
Arrangements  "),  and  from  the  particulars  there  found  as  modified  by  the 
changes  which  have  taken  place  in  the  cost  of  labour  and  material  since 
the  dates  of  the  cost  accounts,  an  estimated  cost  account  is  prepared 
for  the  special  article  or  work  for  which  an  estimate  is  desired.  An 
estimated  cost  account  is  a  statement  showing  the  estimated  cost  of  pro- 
ducing a  certain  article  or  set  of  articles  of  the  same  kind,  or  of  doing 
certain  work.  Where  cost  accounts  are  properly  kept  estimates  may  be 
prepared  with  absolute  certainty,  and  with  the  knowledge  obtained  from 
his  experience  in  former  similar  work  a  contractor  can  quote  his  terms  for 
new  contracts  with  absolute  confidence  of  earning  a  reasonable  profit  in  the 
♦  •vent  of  his  estimate  being  accepted.  Without  proper  costing  arrangements 
in  connection  with  a  business  a  contractor  is  simply  groping  in  the  dark, 
and  may  become  involved  in  a  contract  which  may  prove  his  ruin. 

Estoppel. — An  estoppel  is  an  admission  or  something  which  the 
law  regards  as  equivalent  to  an  admission,  of  so  high  and  conclusive  a 
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nature  that  anyone  who  is  affected  by  it  is  not  permitted  to  contradict  it. 
It  is  not  in  itself  a  cause  of  action. 

Ex. — Contraction  for  From,  out  of  or  without. 

Ex.  All. — A  contraction  used  on  the  Stock  Exchange  for  "excluding 
all."  When  the  phrase  is  applied  to  a  security  which  is  being  sold  it  means 
that  the  purchaser  receives  no  rights  in  the  shape  of  dividends,  drawings, 
issues  of  new  stock,  or  other  advantages  which  may  be  pending  at  the  time. 

Excambion  is  the  Scots  law  term  for  the  contract  and  conveyance 
by  which  land  is  exchanged  instead  of  being  sold.  The  only  peculiarity  of 
the  conveyance  is  that  real  warrandice  is  implied  by  law.  That  is  to  say, 
if  either  party  should  be  evicted  from  the  lands  which  he  has  acquired  by 
the  excambion,  he  can  have  recourse  to  his  own  lands  which  he  transferred 
under  the  contract.  The  right  is  available  for  and  against  singular 
successors  as  the  case  may  be.  The  conveyance  must  expressly  set  forth 
that  it  is  an  excambion,  and  the  law  then  implies  real  warrandice. 

W.  J.  K  Liddall. 

Exch. — Contraction  for  Exchange. 

Exchange  is  the  giving  of  one  commodity  or  service  on  condition 
of  receiving  another  commodity  or  service.  The  word  "  exchange  "  is  also 
used  to  designate  (1)  the  place  where  merchants,  bankers,  brokers,  etc., 
assemble  at  certain  hours  for  the  transaction  of  business ;  and  also  (2)  the 
assemblage  itself. 

Exchange,  Stock. — The  London  Stock  Exchange  is  the  largest 
one  in  the  world.  There  are  twelve  Stock  Exchanges  altogether  in  the 
United  Kingdom,  but  the  London  Stock  Exchange  has  a  larger  attendance 
and  a  larger  overturn  of  money  and  securities  than  all  these  other 
exchanges  put  together. 

Exchequer  Bills. — These  are  promissory  notes  issued  by  the 
Treasury  to  meet  the  necessities  of  the  national  exchequer  for  the  time 
being.  Exchequer  bills  are  prepared  and  issued  by  the  Bank  of  England, 
and  are  of  the  value  of  £100,  £200,  £500,  and  £1000  each.  The  bills  bear 
interest  from  the  dates  on  which  they  are  issued,  and  the  rate  of  interest  is 
fixed  and  advertised  by  the  Treasury  every  half-year.  The  rate  of  interest 
varies  according  to  the  rate  ruling  in  the  money  market.  Attached  to 
each  bill  are  ten  interest  coupons  for  a  half-year's  interest  each,  and  these 
coupons  should  be  presented  for  payment  at  the  Bank  of  England.  Xo 
time  of  redemption  is  mentioned  in  the  bill,  but  the  holder  may  claim 
repayment  of  the  principal  at  the  end  of  twelve  months,  while  he  has  the 
option  of  renewing  the  bill  at  the  end  of  the  five  years  instead  of  taking 
repayment.  These  bills  are  much  sought  after  by  capitalists,  as  they  are 
so  easily  negotiated  that  they  are  practically  ready  money  or  cash,  with  the 
additional  advantage  of  bearing  interest.  The  bills  can  be  paid  over  to  the 
Government  in  settlement  of  customs,  excise,  and  other  duties,  but  it  is 
only  during  the  last  six  months  of  any  year  from  the  due  date  of  the  bill 
that  the  holder  is  entitled  to  use  it  for  such  a  purpose. 

Exchequer  Bonds. — Exchequer  bonds  are  issued  by  the 
Treasury  under  the  same  Act  as  Exchequer  bills.     These  bonds,  however, 
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unlike  Exchequer  bills,  run  for  a  definite  period  of  time  not  exceeding  six 
years,  and  bear  interest  at  a  certain  rate  per  cent  per  annum,  payable  half- 
yearly.  Coupons  for  the  interest,  which  does  not  vary  like  the  interest  on 
Exchequer  bills,  are  attached  to  the  bond,  and  must  be  presented  for  pay- 
ment at  the  Bank  of  England.  Sometimes  the  holder  of  a  bond  has  it 
registered  or  inscribed  in  the  books  of  the  Bank  of  England,  and  the 
interest  is  paid  upon  personal  application  or  otherwise  in  the  same  way  as 
dividends  on  consols. 
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The  term  Excise  was  originally  applied  chiefly  to  a  duty  on  home-made 
goods,  as  distinguished  from  Customs,  which  is  a  duty  payable  on  the 
importation  and  exportation  of  goods.  It  now  includes  duties  which, 
though  not  properly  in  the  nature  of  Excise,  are  classed  under  it.  A  duty 
of  Excise  was  first  imposed  in  England  in  1643,  and  in  Scotland  in  1644. 
The  articles  chargeable  therewith  have  varied  from  time  to  time.  At 
present  duties  of  Excise  are  chargeable  on  beer,  chicory,  coffee  mixtures, 
glucose,  saccharin,  railway  passenger  fares,  spirits,  and  licences,  and  they 
also  include  charges  on  deliveries  from  bonded  warehouses.  Duties  of 
Excise  (along  with  stamp  duties  and  taxes)  are  placed  under  the  care  and 
management  of  the  Commissioners  of  Inland  Eevenue,  subject  to  the 
direction  and  control  of  the  Treasury  (53  &  54  Vict.  c.  21,  sees.  1,  39). 

Beer. — The  beer  duty  dates  from  1880,  in  which  year  it  was  substituted 
for  the  duty  on  malt.  The  term  "  beer  "  includes  ale,  porter,  spruce  beer, 
black  beer,  and  any  other  description  of  beer  (43  &  44  Vict.  c.  20,  sec.  2), 
and  extends  to  any  liquor  made  or  sold  as  a  description  of,  or  as  a  substitute 
for  beer,  and  in  which,  on  analysis  of  a  sample  thereof  at  any  time,  there 
shall  be  found  more  than  two  per  centum  of  proof  spirit  (48  &  49  Vict.  c. 
51,  sec.  4  (1);  Howorth  v.  Minns,  1886,  56  L.T.E.  316).  Brewers  are 
divided  into  two  classes :  (1)  brewers  for  sale ;  and  (2)  brewers  not  for  sale. 
A  brewer  for  sale  is  a  person  who  brews  beer  for  the  use  of  any  other 
person  at  any  place  other  than  the  premises  of  the  person  for  whose  use 
the  beer  shall  be  brewed,  and  includes  any  licensed  dealer  in  or  retailer  of 
beer  who  brews  beer  (43  &  44  Vict.  c.  20,  sec.  19).  A  brewer  not  for  sale  is 
a  person  occupying  a  house  who  only  brews  beer  for  his  own  domestic  use, 
or  for  consumption  by  his  farm -labourers  in  the  actual  course  of  their 
employment,  and  who  may  brew  only  on  premises  occupied  by  him,  or,  in 
case  he  occupies  a  house  of  an  annual  value  not  exceeding  £10,  on  premises 
gratuitously  lent  to  him  by  another  brewer  not  for  sale  (ibid.,  sec.  34). 
A  person  may  not  brew  beer  without  having  in  force  a  proper  licence 
(ibid.,  sec.  10 ;  see  "  Licences.")  Every  brewer  for  sale  must,  before  he 
begins  to  brew,  deliver  to  the  officer  of  Inland  Bevenue  surveying  the 
premises  an  entry,  in  the  prescribed  form,  signed  by  himself,  of  all  premises, 
rooms,  places,  and  vessels  intended  to  be  used  in  his  business,  specifying  the 
purpose  for  which  each  is  to  be  used,  and  the  mark  by  which  it  is  dis- 
tinguished (ibid.,  sec.  22).  Penalty,  £200  (4  &  5  Will.  IV.  c.  51,  sec.  6),  and 
the  forfeiture  of  goods  and  utensils  (4  &  5  Vict.  c.  20,  sec.  5).  Duty  at  the 
rate   of    7s.    9d.   per   barrel    of    36    gallons    of    a    standard    gravity    of 
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1055  degrees,  and  so  in  proportion  for  any  difference  in  quantity  or 
gravity,  is  chargeable  on  all  beer  brewed  in  the  United  Kingdom 
(43  &  44  Vict.  c.  20,  sec.  11 ;  52  &  53  Vict.  c.  7,  sec.  3  (1) ;  59  &  60  Vict, 
c.  28,  sec.  8;  63  &  64  Vict.  c.  7,  sec.  6;  2  Edw.  VII.  c.  7,  sec.  4), 
except  (1)  beer  brewed  by  a  brewer,  not  being  a  brewer  for  sale,  who 
only  brews  beer  for  his  own  domestic  use,  or  for  consumption  by  his  farm- 
labourers  in  the  actual  course  of  their  employment,  provided  that  the 
annual  value  of  the  house  occupied  by  the  brewer  does  not  exceed  £10 
(43  &  44  Vict.  c.  20,  sees.  33  (3),  34  (1)) ;  (2)  beer  brewed  by  a  brewer,  not 
being  a  brewer  for  sale,  occupying  a  house  of  an  annual  value  exceeding 
£10,  but  not  exceeding  £15,  provided  that  the  beer  is  brewed  solely  for  his 
own  domestic  use  (44  &  45  Vict.  c.  12,  sec.  15  (2)) ;  and  (3)  beer  brewed  by 
a  brewer,  not  being  a  brewer  for  sale,  occupying  a  house  of  an  annual  value 
not  exceeding  £8,  provided  that  the  beer  is  brewed  solely  for  his  own 
domestic  use  (49  &  50  Vict.  c.  18,  sec.  3).  "House"  means  a  dwelling- 
house,  together  with  the  offices,  courts,  yards,  and  gardens  occupied  there- 
with (44  &  45  Vict.  c.  12,  sec.  15  (4)).  The  exemption  from  beer  duty 
depends  upon  the  annual  value  of  the  house  occupied  and  inhabited  by  the 
brewer,  and  not  of  the  house  in  which  the  beer  is  brewed  (Tippett  v.  Hart, 
1883,  10  Q.B.D.  483).  There  are  two  modes  of  charging  the  duty — the 
charge  from  materials  and  the  charge  from  actual  produce — the  brewer 
being  liable  for  the  result  of  the  higher  of  the  two  calculations  (43  &  44 
Vict.  c.  20,  sees.  12,  13 ;  52  &  53  Vict.  c.  7,  sec.  3).  The  duty  becomes  due 
immediately  upon  being  charged,  and  payment  cannot  be  deferred  in  the 
case  of  a  brewer  for  sale  beyond  the  fifteenth  day  of  the  month  following 
that  in  which  the  duty  is  charged  (43  &  44  Vict.  c.  20,  sec.  16).  In  the 
case  of  a  brewer  not  for  sale,'  liable  to  duty,  payment  shall  be  made  at  such 
times  as  the  Commissioners  may  appoint  (ibid.  sec.  33  (2)).  If  duty  is  in 
arrear  the  Collector  of  Inland  Eevenue  may  issue  his  warrant  to  distrain  all 
beer,  malt,  or  other  materials  for  brewing,  and  the  vessels  and  utensils  in 
the  possession  of  the  brewer,  or  held  in  trust  for  him,  and  to  sell  the  same 
by  public  auction,  giving  six  days'  previous  notice  of  the  sale ;  and  the 
surplus,  if  any,  after  payment  of  the  duty  and  of  all  expenses  of  the  distress 
and  sale,  is  to  be  paid  to  the  brewer.  The  brewer  may  at  any  time  before 
the  day  of  sale  remove  the  whole  or  any  part  of  the  beer,  malt,  or  other 
materials  distrained,  on  paying  to  the  Collector  the  true  value  thereof  (ibid. 
sec.  17).  Duty  may  be  remitted  or  repaid  in  respect  of  materials,  worts,  or 
beer  on  which  duty  has  been  charged,  and  which  shall  be  destroyed  by 
accidental  fire  or  other  unavoidable  cause  while  on  the  entered  premises  of 
a  brewer  for  sale,  on  proof  of  such  loss  to  the  satisfaction  of  the  Com- 
missioners (ibid.  sec.  18).  The  decision  of  the  Commissioners  on  the  proof 
adduced  to  them  is  final,  and  cannot  be  brought  under  review  of  a  court 
of  law  (MFarlane  v.  Commissioners  of  Inland  Revenue,  1859,  22  D.  266). 
A  brewer  of  beer  for  sale  incurs  a  fine  of  £50  and  forfeiture  of  the  beer  if 
he  adulterates  it  or  adds  to  it  anything  (except  finings  for  the  purpose  of 
clarification,  or  other  matter  sanctioned  by  the  Commissioners)  before 
delivering  it  for  consumption  (48  &  49  Vict.  c.  51,  sec.  8  (1)).  A  dealer  in 
or  retailer  of  beer  incurs  the  like  fine  and  forfeiture  if  he  adulterates  or 
dilutes  beer,  or  adds  anything  to  it,  except  finings  for  clarification  (ibid. 
sec.  8  (2)).  Mixing  weak  beer  with  stronger  beer  is  dilution  in  the  sense 
of  the  statute  (Crofts  v.  Taylor,  1887,  19  Q.B.D.  524). 

Licences  are  necessary  to  authorise  (1)  brewing  of  beer ;  (2)  dealing  in 
beer  by  wholesale ;  and  (3)  selling  beer  by  retail. 

Chicory. — All  chicory  grown   in    the  United  Kingdom   is  chargeable 
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with  a  duty  of  12s.  Id.  per  hundredweight,  raw  or  kiln-dried,  and  so  in 
proportion  for  any  greater  or  less  quantity  (35  &  36  Vict.  c.  20,  sec.  5). 
Dryera  and  roasters  of  chicory  and  dealers  therein  are  subject  to  regula- 
tions vl);>»  &  24  Vict.  c.  113,  sees.  8-21  and  33;  45  &  46  Vict.  c.  41,  sec.  4). 
The  quantity  of  home-grown  chicory,  when  compared  with  the  quantity 
imported,  is  insignificant.  For  the  year  ended  31st  March  1902  the  yield 
of  chicory  duty  for  England  was  £1183.  There  were  no  traders  subject  to 
duty  in  Scotland  or  Ireland. 

Coffee  Mixtures. — A  duty  of  one  halfpenny  is  chargeable  on  every 
quarter  of  a  pound  weight  of  any  article  or  substance  prepared  or  manu- 
factured for  the  purpose  of  being  in  imitation  of,  or  in  any  respect  to 
resemble,  or  to  serve  as  a  substitute  for,  coffee  or  chicory  which  is  sold  or 
kept  for  sale  in  the  United  Kingdom,  and  also  on  every  quarter  of  a  pound 
weight  of  any  mixture  of  such  article  or  substance  with  coffee  or  chicory 
which  is  sold  or  kept  for  sale  as  aforesaid  (45  &  46  Vict,  c  41,  sec.  5  (1)). 
The  duty  is  to  be  paid  by  means  of  adhesive  labels  provided  by  the 
Commissioners  (ibid.  (2));  and  such  labels  are  subject  to  the  provisions  of 
the  Stamp  Duties  Management  Act,  1891  (54  &  55  Vict.  c.  38,  sec.  23). 
The  duty  does  not  apply  to  pure  coffee  or  chicory,  or  to  mixtures  of  pure 
coffee  and  pure  chicory.  No  article,  substance,  or  mixture  as  aforesaid  may 
be  sold,  or  exposed,  offered,  or  kept  ready  for  sale,  or  delivered  out  of  the 
custody  or  possession  of  any  preparer,  manufacturer,  or  importer  thereof, 
except  under  the  following  conditions:  —  (1)  The  article,  substance,  or 
mixture  shall  be  placed  in  packets,  each  containing  one-quarter  of  a  pound, 
or  any  number  of  quarters  of  a  pound ;  (2)  Each  packet  shall  have  affixed 
thereto  a  label  or  labels,  which  shall  not  have  been  before  used,  denoting 
the  proper  amount  of  duty  payable  according  to  the  weight  thereof ;  (3) 
Such  label  or  labels  shall  be  so  affixed  that  the  whole  shall  adhere  to  the 
packet,  and  the  packet  cannot  be  opened  without  tearing  or  destroying  the 
label  or  labels ;  (4)  When  more  than  one  label  is  affixed  to  any  packet  they 
shall  be  so  affixed  that  every  label  shall  be  wholly  or  partially  visible ;  (5) 
Every  packet  containing,  or  purporting  to  contain  coffee  with  any  other 
article  or  substance  mixed  therewith,  shall  have  affixed  thereto  a  label  (to 
be  provided  by  the  trader  himself),  denoting  in  letters  of  the  prescribed 
size  the  proper  name  of  the  several  articles  or  substances  of  which  such 
mixture  is  composed.  The  penalty  for  any  contravention  of  the  above 
conditions  is  £20,  and  the  article,  substance,  or  mixture  in  respect  of  which 
the  offence  is  committed  is  forfeited.  In  any  proceeding  for  recovery  of 
the  penalty,  proof  that  any  label  had  not  been  before  used  lies  on  the 
defendant  (45  &  46  Vict.  c.  41,  sec.  6).  The  foregoing  provisions  do  not 
affect  the  Sale  of  Food  and  Drugs  Acts  1875  and  1879  (ibid.  (4)).  The 
penalty  upon  a  preparer,  manufacturer,  seller,  or  importer  of  any  such 
article,  substance,  or  mixture  as  aforesaid,  for  buying,  receiving,  or  having 
in  his  possession  any  Excise  label  provided  under  the  Act,  which  shall  have 
been  before  used,  or  any  portion  of  such  a  label,  is  £100  (ibid.  sec.  7). 
Any  person  who,  either  in  or  after  roasting  coffee,  or  before  selling  thereof, 
shall,  in  order  to  increase  its  weight,  add  thereto  or  mix  therewith  any 
butter,  lard,  grease,  water,  or  other  materials,  incurs  a  penalty  of  £100.  A 
trader  or  dealer  in  coffee  who  knowingly  buys  or  sells  such  coffee  is  liable 
to  the  like  penalty  (11  Geo.  I.  c.  30,  sees.  9,  39). 

Glucose  and  Saccharin. — Duty  is  chargeable  on  glucose  made  in  Great 
Britain  or  Ireland.  On  solid  glucose  the  duty  is  2s.  9d.  per  hundred- 
weight ;  on  liquid  glucose  the  duty  is  2s.  per  hundredweight ;  and  so  in  pro- 
portion for  any  less  quantity  (1  Edw.  VII.  c.  7,  sec.  5).     Duty  at  the  rate 
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of  Is.  3d.  per  ounce  is  chargeable  on  saccharin  (including  substances  of  a  like 
nature  or  use)  made  in  Great  Britain  or  Ireland,  and  so  in  proportion  for 
any  less  quantity  (ibid.).  The  duty  on  glucose  may  be  charged  either  on  the 
quantity  actually  manufactured,  or  by  reference  to  the  quantity  ascertained 
by  the  Commissioners  to  be  capable  of  being  produced  from  the  saccharin 
solution  collected  in  a  receiver  to  be  provided  by  the  maker,  and  fixed  and 
secured  to  the  satisfaction  of  the  Commissioners  (ibid.  (2)).  A  person  may 
not  manufacture  glucose,  saccharin,  or  invert  sugar  without  having  in  force 
a  proper  licence  (ibid.  sec.  9  ;  see  "  Licences  "),  and  making  entry  of  every 
building,  place,  pipe,  vessel,  and  utensil  used  in  the  manufacture.  The  Com- 
missioners may  make  regulations  as  to  licences  for  the  manufacture  of  glucose, 
saccharin,  and  invert  sugar,  and  as  to  the  manufacture  of  glucose,  etc. 
(ibid.  sec.  9) ;  and,  jointly  with  the  Commissioners  of  Customs,  they  are 
empowered  to  make  regulations  as  to  the  delivery  and  use  of  molasses  at  a 
distillery,  and  in  regard  to  the  importation  and  sale  of  any  saccharin,  etc. 
(ibid.  sec.  8).  The  penalty  for  a  contravention  of,  or  failure  to  comply  with 
any  of  the  regulations  is  £50,  and  the  article  in  respect  of  which  the  offence 
is  committed  is  forfeited  (ibid.  sees.  8,  9). 

Railway  Passenger  Fares. — Duty  (made  an  Excise  duty  by  10  &  11 
Vict.  c.  42)  is  imposed  on  all  railway  passenger  fares  in  Great  Britain 
exceeding  the  rate  of  one  penny  per  mile.  It  does  not  apply  to  Ireland. 
The  rates  of  duty  are  as  follows : — (1)  £5  per  cent  on  all  sums  received  for 
the  conveyance  of  passengers  upon  any  railway  except  fares  not  exceeding 
one  penny  per  mile,  and  fares  for  conveyance  between  railway  stations 
certified  by  the  Board  of  Trade  as  within  one  urban  district ;  (2)  £2  per 
cent  on  all  sums  so  received,  except  fares  not  exceeding  one  penny  per  mile, 
for  conveyance  between  railway  stations  certified  by  the  Board  of  Trade  as 
within  one  urban  district  (5  &  6  Vict.  c.  79,  sec.  2,  sch. ;  46  &  47  Vict. 
c.  34,  sec.  2  (2)).  An  urban  district  is  defined  as  being  any  two  or  more 
railway  stations  within  an  area  which  has  a  continuous  urban  as  dis- 
tinguished from  a  rural  or  suburban  character,  and  contains  a  population  of 
100,000  inhabitants  (46  &  47  Vict.  c.  34,  sec.  2  (3)).  The  duty  is  exigible 
on  the  whole  amount  received  from  passengers,  including  additional  sums 
charged  for  sleeping  accommodation,  or  for  reserved  accommodation  in  third- 
class  carriages  (Att.-Gen.  v.  London  and  North-  Western  Raihvay  Company, 
1881,  6  Q.B.D.  216 ;  Att.-Gen.  v.  Furness  Railway  Company,  1899,  63  J.P. 
326).  Fares  not  exceeding  the  rate  of  one  penny  per  mile  are  exempt  from 
duty,  but  fares  for  return  or  periodical  tickets  are  exempt  only  where  the 
ordinary  fare  for  the  single  journey  for  the  class  of  carriage  does  not  exceed 
that  rate  (ibid.  sec.  2  (1)).  Fares  received  for  the  conveyance  of  the  King's 
forces  or  any  police  force  at  reduced  rates  are  also  exempt  (ibid.  sec.  6  (3)). 
If  proper  third-class  accommodation  and  workmen's  trains  are  not  provided 
to  the  satisfaction  of  the  Board  of  Trade,  the  Commissioners  may  charge  £5 
per  cent  on  all  fares  (ibid.  sec.  3  (3) ).  The  proprietors  of  every  railway  are 
required  to  keep,  in  the  prescribed  form,  accounts,  to  be  made  up  at  the 
close  of  each  calendar  month,  of  all  sums  of  money  received  for  the  convey- 
ance of  passengers,  and  to  deliver  to  the  Commissioners,  or  their  authorised 
officer,  duly  certified  copies  thereof  within  twenty  days  after  the  termina- 
tion of  every  calendar  month,  and  to  pay  the  duty  (5  &  6  Vict.  c.  79,  sees. 
4,  5  ;  26  &  27  Vict.  c.  33,  sec.  13  ;  46  &  47  Vict.  c.  34,  sec.  7 ;  Great  Western 
Railway  Company  v.  Att.-Gen.,  1866,  14  L.T.E.  33).  All  books  containing 
any  such  accounts  shall  be  open  for  the  inspection,  at  all  reasonable  times, 
of  any  officer  authorised  by  the  Commissioners.  The  penalty  for  refusal  to 
permit  inspection  is  £50  (5  &  6  Vict.  c.  79,  sec.  6).     The  duty  is  payable  on 
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the  tenth  day  of  the  second  month  succeeding  that  to  which  the  account 
relates.  The  Commissioners  may  require  railway  proprietors  to  give  bond 
for  securing  the  duties  (ibid.  sec.  7),  or  may  dispense  with  such  bond  (46  & 
47  Vict,  c  34,  sec.  7).  Provisions  are  enacted  as  to  special  mileage  and  excep- 
tional charges  (sec.  4),  and  as  to  fractions  of  a  mile  (sec.  5).  The  duty  does 
not  extend  to  a  light  railway  under  the  Light  Railways  Act,  1896  (59  &  60 
Vict.  c.  43,  sec.  12  (2)). 

Spirits. — The  law  relating  to  the  manufacture  of  spirits  in  the  United 
Kingdom  is  contained  in  "  The  Spirits  Act  1880,"  and  certain  enactments 
amending  that  Act.  For  the  purposes  of  that  Act  "spirits"  means  spirits 
of  any  description,  and  includes  all  liquors  mixed  with  spirits,  and  all 
mixtures,  compounds,  or  preparations  made  with  spirits  (sec.  3).  Every 
person  who  makes  or  keeps  wash  fit  for  distillation,  or  low  wines  or  feints, 
and  has  in  his  possession  or  use  a  still,  is  deemed  to  be  a  distiller,  and  liable 
as  such  to  the  duties  and  penalties  imposed  on  distillers  (sec.  6).  No  per- 
son may  have  or  use  a  still  for  distilling  spirits,  or  make  wort  or  wash,  or 
distil  low  wines,  feints,  or  spirits,  without  having  in  force  a  proper  licence 
(see  "Licences,"  infra.)  A  person  is  not  entitled  to  a  licence  for  or  to  make 
entry  of  a  distillery  if  it  be  more  than  quarter  of  a  mile  from  a  market 
town.  But  the  Commissioners  of  Inland  Eevenue  may,  if  they  think  fit, 
grant  a  licence  in  such  cases,  on  the  distiller  providing,  to  their  satisfaction, 
at  a  rent  not  exceeding  £15  a  year  in  respect  of  each  officer,  proper  lodgings, 
unfurnished,  for  the  officers  of  Inland  Revenue  who  may  be  placed  in 
charge  of  the  distillery  (ibid.  sec.  9 ;  45  &  46  Vict.,  c.  72,  sec.  5).  After 
obtaining  a  licence,  and  before  making  entry  of  any  still,  every  distiller 
must  erect  and  keep  certain  vessels  of  the  prescribed  description  and 
number  (43  &  44  Vict.  c.  24,  sec.  14,  first  sched.,  first  part),  and  he  must, 
before  he  begins  to  brew  any  wort,  make  entry  by  delivering  to  the  proper 
officer  of  Inland  Revenue  an  account,  in  the  prescribed  form,  signed  by  him- 
self, setting  forth  his  name  and  abode,  and  the  situation  of  his  distillery, 
and  a  true  and  particular  description  of  every  house,  room,  place,  vessel,  and 
utensil,  and  the  purpose  for  which  it  is  intended  to  be  used  in  his  business, 
specifying  the  number  of  gallons  each  still,  with  the  head,  is  capable  of  con- 
taining, or  the  number  of  gallons  of  wash  per  hour  each  still  is  capable  of 
distilling ;  and  along  with  the  entry  he  must  deliver  a  drawing  or  model 
showing  distinctly  the  course  of  every  fixed  pipe  to  be  used  in  his  distillery 
(ibid.  sec.  19).  Duty  is  chargeable  on  all  spirits  distilled  within  the  United 
Kingdom  at  the  rate  of  lis.  for  every  gallon  of  spirits  of  the  strength  of 
hydrometer  proof,  and  so  in  proportion  for  any  less  quantity  (23  &  24  Vict. 
c.  129,  sec.  1;  53  &  54  Vict.  c.  8,  sec.  6 ;  63  &  64  Vict.  c.  7,  sec.  7;  2 
Edw.  VII.  c.  7,  sec.  4).  The  strength  of  spirits  is  ascertained  by  Sykes' 
hydrometer.  Proof  spirits  are  spirits  which  at  a  temperature  of  51° 
Fahrenheit  weigh  twelve-thirteenth  parts  of  an  equal  measure  of  distilled 
water  (58  Geo.  III.  c.  28 ;  43  &  44  Vict.  c.  24,  sec.  134).  Spirits  of  proof 
strength  contain  nearly  equal  weights  of  pure  alcohol  and  water,  the 
quantity  of  pure  alcohol  being  in  bulk  about  57  per  cent  of  the  whole. 
The  relation  which  spirits  bear  to  the  standard  of  "proof"  is  expressed  by 
the  terms  "  overproof  "  and  "  underproof,"  and  these  terms  mean  respectively 
an  excess  or  diminution  in  the  quantity  of  alcohol  present  in  the  liquid. 
The  charge  for  duty  is  taken  at  three  different  stages  in  the  process  of 
manufacture,  the  distiller  being  held  liable  for  duty  on  the  result  of  the 
highest  of  the  three  calculations  (43  &  44  Vict.  c.  24,  sec.  46).  The  duty  is 
not  actually  paid  until  the  spirits  are  required  for  consumption,  and  no 
spirits  may  be  delivered  for  consumption  without  payment  of  the  duty 
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(ibid.  sees.  47,  106  (5)).  Meantime  they  may  be  retained  in  an  approved 
warehouse,  which  is  subject  to  the  close  supervision  of  Ee venue  officials 
(ibid.  sees.  49,  56).  If  duty  is  in  arrear  the  Collector  of  Inland  Revenue 
may  issue  his  warrant  to  distrain  all  spirits,  malt,  or  other  materials  for  dis- 
tilling spirits,  and  the  vessels  and  utensils  in  the  possession  of  the  distiller, 
or  held  in  trust  for  him,  and  also  all  spirits  warehoused  in  his  name,  and  to 
sell  the  same  by  public  auction,  giving  six  days'  previous  notice  of  the  sale, 
and  the  surplus,  if  any,  after  payment  of  the  expenses  of  the  distress  and 
sale,  and  of  the  duties  due,  or  in  respect  of  any  spirits  so  warehoused,  is  to 
be  paid  to  the  distiller.  The  distiller  may  at  any  time  before  the  day  of 
sale  remove,  under  permit,  the  whole  or  any  part  of  the  spirits  or  malt  so 
distrained  on  paying  to  the  Collector  the  true  value  thereof  (ibid.  sec.  48). 
In  the  event  of  the  loss  or  destruction  by  fire  or  other  unavoidable  accident 
of  wash  or  spirits  in  a  distillery,  or  of  spirits  when  deposited  in  a  distiller's 
or  Excise  warehouse,  or  whilst  being  received  into  or  delivered  from  a  spirit 
store  or  such  warehouse,  or  whilst  being  removed  under  bond  on  shipboard, 
or  whilst  being  shipped  or  landed,  the  Commissioners  may,  on  proof  to  their 
satisfaction  of  the  loss  or  destruction,  remit  the  duty  payable  or  paid  in 
respect  of  the  wash  or  spirits  so  lost  or  destroyed  (ibid.  sec.  115).  The 
decision  of  the  Commissioners  on  the  proof  adduced  to  them  is  final  and  not 
subject  to  review  by  a  court  of  law  (MFarlane  v.  Commissioners  of  Inland 
Revenue,  1859,  22  D.  266). 

The  practice  of  "  grogging,"  i.e.,  extracting  spirits  from  the  wood  of  casks, 
was  made  illegal  in  1898  (61  &  62  Vict.  c.  10,  sec.  4).  A  person  who  grogs  a 
cask  is  liable  in  a  penalty  of  £50  for  each  cask  so  treated  (Lord  Adv. Y.Stewart, 
1899,  6  S.L.T.  486;  63  J.P.  311 ;  Lord  Adv.  v.  Carse,  1899,  63  J.P.  472). 

The  Commissioners  of  Inland  Eevenue  may,  on  proof  to  their  satisfac- 
tion that  the  use  of  methylated  spirits  is  unsuitable  or  detrimental  in  any 
art  or  manufacture  in  which  the  use  of  spirits  is  required,  authorise  the  use 
in  such  art  or  manufacture  of  spirits  without  payment  of  duty,  upon  the 
prescribed  security  being  given.  The  regulations  for  the  security  of  the 
revenue  must  be  observed,  and  the  spirits,  if  so  required,  rendered  unpotable 
before  and  during  use,  and  any  expenses  incurred  in  placing  an  officer  in 
charge  of  the  premises  must  be  paid.  Foreign  spirits  may  not  be  so  used 
until  the  difference  between  the  Customs  duty  thereon  and  the  Excise  duty 
on  British  spirits  has  been  paid.  Penalty,  in  addition  to  any  other  fine  or 
liability,  for  non-compliance  with  any  regulation,  £50  (2  Edw.  VII.  c.  7,  sec.  8). 

Methylated  spirits  are  spirits  mixed  with  any  substance  or  combination 
of  substances  approved  for  the  purpose  of  methylation  by  the  Commissioners 
of  Inland  Eevenue.  They  are  exempt  from  duty  (53  &  54  Vict.  c.  8, 
sees.  31,  32).  The  process  of  methylation  is  regulated  under  the  provisions 
of  the  Spirits  Act,  1880  (part  2),  and  certain  enactments  amending  that  Act. 
The  Commissioners  may,  if  they  think  fit,  authorise  any  person  to  receive 
methylated  spirits  from  an  authorised  methylator  for  use  in  any  art  or 
manufacture  carried  on  by  him.  The  applicant  must  give  the  prescribed 
security  that  he  will  use  the  methylated  spirits  in  the  art  or  manufacture 
and  for  no  other  purpose,  and  that  he  will  observe  the  provisions  of  the  law 
and  the  prescribed  regulations  (43  &  44  Vict.  c.  24,  sec.  120).  Penalty,  in 
addition  to  any  other  fine  or  liability,  for  breach  of  regulations,  £50 
(53  &  54  Vict.  c.  8,  sec.  33).  The  persons  authorised  to  supply  methylated 
spirits  are  (1)  authorised  methylators,  and  (2)  persons  licensed  to  retail 
methylated  spirits  (43  &  44  Vict.  c.  24,  sec.  119).  Methylated  spirits  found 
in  the  possession  of  a  person  who  has  obtained  them  from  a  person  not 
authorised  to  supply  them  (Lord  Adv.  v.  Thomson,  1885,  23  S.L.E.  3),  or 
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of  a  person  who  is  not  licensed  to  retail  them,  or  who  is  not  authorised] to 
prepare  or  receive  them,  are  liable  to  forfeiture,  and  the  offender  incurs  a 
fine  of  £100  (ibid,  sec.  129).  The  use  of  methylated  spirits,  or  methylic 
alcohol,  or  any  derivative  thereof,  in  the  preparation  of  any  article  capable 
of  being  used  wholly  or  partially  as  a  beverage,  or  internally  as  a  medicine, 
and  the  sale  or  possession  of  any  such  article  so  prepared,  are  prohibited 
under  a  penalty  of  £100,  and  forfeiture  of  the  spirits  with  respect  to  which 
the  offence  is  committed.  Sulphuric  ether  and  chloroform  are  excepted 
from  the  prohibition  (ibid.  sec.  130;  61  &  62  Vict.  c.  46,  sec.  14  (3)). 
Purified  methylic  alcohol  is  chargeable  with  duty  as  spirits  (ibid.  sec.  133). 

Licences  are  necessary  to  authorise  (1)  distillation  of  spirits  ;  (2)  rectifi- 
cation or  compounding  of  spirits ;  (3)  dealing  in  spirits  by  wholesale ;  (4) 
selling  spirits  by  retail ;  (5)  methylation  of  spirits ;  and  (6)  retailing  of 
methylated  spirits. 

Licences. — The  general  provisions  relating  to  Excise  licences  are  to  be 
found  in  the  Excise  Licences  Act  1825  (6  Geo.  IV.  c.  81)  and  amending 
Acts.  Many  of  the  duties  granted  by  the  Act  of  1825  have  been  repealed, 
and  other  duties  have  been  imposed.  In  1864  the  stamp  duties  on  licences 
to  appraisers,  pawnbrokers,  dealers  in  gold  and  silver  plate,  owners,  makers, 
and  vendors  of  medicine  liable  to  stamp  duty,  hawkers,  house-agents,  and 
sellers  of  playing-cards  (being  makers  thereof)  were  made  duties  of  Excise 
(27  &  28  Vict.  c.  56,  sec.  6).  In  1867  the  duties  of  assessed  taxes  payable 
in  Great  Britain  in  respect  of  dogs,  and  in  1869  the  duties  of  assessed  taxes 
payable  in  Great  Britain  in  respect  of  male  servants,  carriages,  and  armorial 
bearings,  were  converted  into  Excise  licence  duties  (30  &  31  Vict.  c.  5,  sec.  3  ; 
32  &  33  Vict.  c.  14,  sec.  18). 

Licences  are  granted  by  collectors  of  Inland  Bevenue  or  such  other 
officer  or  person  as  may  be  authorised  by  the  Commissioners  (4  &  5  Will. 
IV.  c.  75,  sec.  10 ;  12  &  13  Vict.  c.  1,  sec.  16),  and  each  licence  sets  forth 
the  purpose,  trade,  or  business  for  which  it  is  granted,  the  name  and  place 
of  abode  of  the  licensee,  the  date  of  granting,  and,  except  in  the  case  of 
appraisers,  auctioneers,  and  hawkers,  the  premises  at  which  the  trade  or 
business  is  carried  on  (6  Geo.  IV.  c.  81,  sec.  7 ;  53  &  54  Vict.  c.  8,  sec.  9). 

Where  the  duty  upon  a  licence  is  imposed  according  to  the  annual 
value  of  premises  such  value  is  to  be  ascertained  by  the  production  of  a 
certificate  signed  by  the  owner  of  the  premises,  and  also  by  the  occupier 
where  the  occupier  is  not  the  owner.  The  certificate  is  to  contain  a  state- 
ment of  the  true  rent  for  which  the  premises  are  let,  or  if  the  premises  are 
occupied  by  the  owner,  or  the  true  rent  is  not  for  any  reason  reserved  or 
payable,  a  statement  of  the  estimated  rent  or  true  annual  value.  If 
the  person  authorised  to  grant  the  licence  is  dissatisfied  with  the  rent  or 
value  so  certified  he  is  to  adopt  such  other  means  as  the  Commissioners 
may  direct  to  ascertain  the  true  annual  value,  and  the  licence  duty  is  to  be 
paid  thereon  (6  Geo.  IV.  c.  81,  sec.  5 ;  4  &  5  Will.  IV.  c.  75,  sec.  9 ;  16  &  17 
Vict.  c.  7,  sec.  8 ;  43  &  44  Vict.  c.  20,  sec.  43 ;  44  &  45  Vict.  c.  12,  sec.  15). 

Authority  to  carry  on  at  the  same  premises  several  trades,  the  licences 
for  which  expire  by  law  at  the  same  time,  may  be  included  in  one  licence 
(26  &  27  Vict,  c:  33,  sec.  15).  A  licence  to  carry  on  any  trade  or  business, 
except  the  trade  or  business  of  an  appraiser,  auctioneer,  or  hawker,  only 
authorises  the  licensee  to  carry  on  the  trade  or  business  in  the  one  set  of 
premises  specified  in  the  licence,  and  the  whole  of  the  premises  must  be 
adjoining  or  contiguous  and  held  together  for  the  same  trade  or  business, 
and  entered  with  the  Excise,  where  entry  is  required  (6  Geo.  IV.  c.  81,  sec. 
10;  53  &  54  Vict.  c.  8,  sec.  9). 
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Where  two  or  more  persons  carry  on  in  partnership  any  trade  or  business, 
except  the  trade  or  business  of  an  appraiser,  auctioneer,  or  hawker,  they  need 
not  take  out  in  any  year  more  than  one  licence  for  each  set  of  premises 
(6  Geo.  IV.  c.  81,  sec.  7  ;  11  Geo.  IV.  and  1  Will.  IV.  c.  64,  sec.  10  ;  5  &  6  Vict, 
c.  82,  sec.  18 ;  8  &  9  Vict.  c.  76,  sec.  1 ;  51  &  52  Vict.  c.  33,  sec.  5). 

If  the  premises  in  respect  of  which  a  licence  to  carry  on  a  trade  or  busi- 
ness is  in  force  are  destroyed  or  rendered  uninhabitable  by  fire,  or  other 
unavoidable  cause  or  accident,  the  licence  may  be  transferred  by  indorsement 
in  the  prescribed  form  so  as  to  authorise  the  licensee  to  carry  on  the  same 
trade  or  business  in  other  premises,  provided  that  the  justices  or  magistrates 
in  such  cases  as  by  law  required  shall  have  given  their  authority  to  carry  on 
the  trade  or  business  in  such  other  premises  (6  Geo.  IV.  c.  81,  sec.  11). 

On  the  death  of  a  person  licensed  to  carry  on  a  trade  or  business  in  any 
premises,  or  on  his  removal  from  such  premises,  the  licence  may  be  trans- 
ferred by  indorsement  in  the  prescribed  form  to  the  executor,  or  the  widow, 
or  child  of  the  deceased  person,  or  to  the  assignee  of  the  person  removing, 
provided  the  transferee  is  in  occupation,  and  makes,  where  necessary,  a  fresh 
entry  (ibid.  sec.  21). 

Licences  for  certain  trades  may  be  granted  to  new  beginners  for  a  part 
of  the  year,  who  shall  pay  duty  according  to  the  quarter  of  the  year  in 
which  the  licence  is  taken  out,  but  no  person  previously  licensed  is  to  be 
considered  a  new  beginner  unless  the  old  licence  expired  two  years  before 
the  new  licence  is  taken  out  (ibid.  sees.  17,  18).  This  provision  as  to 
licences  for  a  proportional  part  of  a  year  applies  to  (1)  a  dealer  in  or  retailer 
of  beer,  cider,  perry,  spirits,  wine,  sweets  or  made  wines,  mead  or  metheglin ; 
(2)  a  distiller  or  rectifier  or  compounder  of  spirits  ;  (3)  a  maker  or  retailer 
of  methylated  spirits  ;  (4)  a  maker  of  vinegar ;  (5)  a  dealer  in  plate  ;  (6)  a 
refreshment-house  keeper ;  (7)  a  person  keeping  a  still  or  retort ;  and  (8)  a 
seller  of  tobacco.  In  the  case  of  appraisers,  armorial  bearings,  auctioneers, 
brewers  of  beer,  makers  of  cards  for  sale,  dogs,  gamedealers,  gamekeepers 
(Great  Britain),  glucose  manufacturers,  guns,  hawkers,  house-agents,  invert 
sugar  manufacturers,  male  servants,  medicine  vendors,  pawnbrokers,  and 
saccharin  manufacturers,  licences  are  only  granted  on  payment  of  the  full 
yearly  duty  at  whatever  time  of  the  year  the  licences  are  taken  out. 

Where  a  certificate  granted  by  justices  or  magistrates  authorising  the 
sale  of  any  intoxicating  liquor  for  consumption  on  the  premises  contains  a 
condition  that  the  premises  in  respect  of  which  the  certificate  is  granted 
shall  be  closed  (a)  during  the  whole  of  Sunday,  or  (b)  one  hour  earlier  at 
night  than  that  at  which  the  premises  would  otherwise  have  to  be  closed, 
the  duty  payable  on  the  licence  for  the  premises  is  six-sevenths  of  the  duty 
for  a  similar  licence  not  limited  to  six  days  or  to  such  early  closing.  Where 
the  certificate  contains  both  the  conditions  aforesaid  the  duty  on  the  licence 
for  the  premises  is  five-sevenths  of  the  duty  for  a  similar  licence  in  which 
no  such  conditions  are  inserted  (35  &  36  Vict.  c.  94,  sec.  49 ;  37  &  38  Vict. 
c.  49,  sees.  7,  8 ;  c.  69,  sec.  2 ;  43  &  44  Vict.  c.  20,  sec.  44). 

Persons  licensed  and  who  require  to  make  entry,  and  also  tobacco- 
sellers,  must  put  up  proper  signboards  on  their  premises.  The  penalty  for 
not  doing  so,  or  upon  unlicensed  persons  for  doing  so,  is  £20  (6  Geo.  IV. 
c.  81,  sec.  25 ;  30  &  31  Vict.  c.  90,  sec.  9).  Where  any  goods,  for  the 
retail  of  which  a  licence  is  required,  are  sold  by  retail  in  any  premises  by  a 
person  unknown  or  not  licensed  for  the  purpose,  the  occupier  of  the 
premises,  if  privy  or  consenting  to  the  sale,  is  deemed  to  be  the  retailer  of 
the  goods,  and  as  such  is  subject  to  the  penalties  imposed  upon  unlicensed 
retailers  thereof  (6  Geo.  IV.  c.  81,  sec.  27). 
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It"  any  person,  not  being  a  bona  fide  traveller,  taking  orders  for  goods 
which  his  employer  is  duly  licensed  to  deal  in  or  sell,  solicits,  takes,  or 
receives  any  order  for  spirits,  wine,  or  other  article  for  the  dealing  in, 
retailing,  or  selling  of  which  a  licence  is  required,  without  having  in  force 
a  proper  licence,  he  incurs  the  penalty  imposed  upon  a  person  dealing  in, 
retailing,  or  selling  such  article  without  licence  (30  &  31  Vict.  c.  90,  sec. 
17:  Bee  Stallard,  1878,  47  L.J.M.C.  93;  Stuckbenj,  1886,  55  L.J.M.C.  141; 
KUlick,  1896,  60  J.P.  534;  Hepple,  1896,  60  J.P.  792).  A  person  selling 
any  goods  in  contravention  of  the  terms  of  his  licence,  if  the  offence  is  not 
one  for  which  a  specitic  penalty  is  imposed,  incurs  the  same  penalty  as  a 
person  dealing  in  or  retailing  or  selling  such  goods  without  licence  (52  & 
53  Vict.  c.  42,  sec.  24). 

A  licence  is  not  required  for  the  sale  of  any  foreign  goods  whilst  the 
same  remain  in  the  warehouse  in  which  they  were  deposited,  before  pay- 
ment of  duty  upon  the  importation  thereof,  provided  that  the  sale,  in  the 
case  of  wine  or  spirits,  is  of  a  quantity  not  less  than  one  hundred  gallons, 
and  in  the  case  of  any  other  foreign  goods  is  of  not  less  than  one  entire 
package  or  cask,  and  is  made  at  one  time  to  one  person  (6  Geo.  IV.  c.  81, 
sec.  12 ;  23  &  24  Vict.  c.  113,  sec.  5  ;  30  &  31  Vict.  c.  90,  sec.  17). 

In  the  case  of  spirits,  wine,  sweets  or  made  wines,  mead  or  metheglin, 
a  sale  by  retail  means,  unless  where  it  is  otherwise  expressly  provided,  the 
sale  at  one  time  to  one  person  in  any  quantity  less  than  two  gallons  or  less 
than  one  dozen  reputed  quart  bottles.  In  the  case  of  beer,  cider,  or  perry, 
a  sale  by  retail  means  the  sale  at  one  time  to  one  person  in  any  quantity 
less  than  four  and  a  half  gallons  or  less  than  two  dozen  reputed  quart 
bottles.  The  sale  in  any  larger  quantity  than  that  above  defined  as  sale 
by  retail  is  a  sale  by  wholesale  for  which  a  licence  as  a  dealer  is  required 
(4  &  5  Will.  IV.  c.  85,  sec.  19 ;  23  &  24  Vict.  c.  27,  sec.  4,  c.  107,  sec.  4, 
c.  113,  sec.  7 ;  24  &  25  Vict.  c.  91,  sec.  12 ;  43  &  44  Vict.  c.  24,  sec.  104). 

A  licence  authorising  the  sale  of  spirits,  wine,  beer,  cider,  or  perry  by 
retail  can,  as  a  general  rule,  only  be  granted  upon  production  of  a  corre- 
sponding certificate  by  justices  or  magistrates  (9  Geo.  IV.  c.  61,  sec.  17 ; 
25  &  26  Vict.  c.  35,  sec.  5).  In  the  case  of  dealers  in  game  in  any  part  of 
the  United  Kingdom  (1  &  2  Will.  IV.  c.  32,  sec.  18 ;  23  &  24  Vict.  c.  90, 
sees.  13,  14),  and  of  certain  pawnbrokers  in  Great  Britain  (35  &  36  Vict. 
c.  93,  sec.  39),  and  of  retailers  of  sweets  in  England  and  Scotland  (35  &  36 
Vict.  c.  94,  sees.  3,  74;  60  &  61  Vict.  c.  50,  sec.  2)  a  justices'  or 
magistrates'  certificate  is  also  required. 

In  the  absence  of  any  express  provision,  a  licence  commences  at  and 
from  the  moment  when  it  is  actually  granted,  and  does  not  operate  so 
as  to  form  an  excuse  for  an  offence  committed  before  the  licence  existed 
(Campbell,  1877,  47  L.J.M.C.  6). 

The  following  table  shows  the  statutes  imposing  licence  duties,  the 
various  licences  with  the  duties  payable  thereon,  and  the  date  of  expiration 
of  each  licence  : — 

Duty.  Date  of  Expiration. 

£       8.       d. 
.200        July  5. 


2      2      0        December  31. 
1      1      0        December  31. 
10      0      0        July5. 


8     &     9     Vict. 

Appraiser  (U.K.) 

c.  76,  sec.  1. 

32   &   33   Vict. 

Armorial  Bearings  (G.B.) — 

c.  14,  sec.  18. 

If  worn  or  used  on  any  carriage 

If  otherwise  worn  or  used 

8     &     9     Vict. 

Auctioneer  (U.K.)  . 

c  15,  Bee.  2. 
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43  &  44  Vict, 
c.  20,  sec.  10; 

44  &  45  Vict, 
c.  12,  sec.  14  ; 

48  &  49  Vict, 
c.  15,  sec.  5. 


6  Geo.  IV. 
c.  81,  sec.  2  ; 
3  &  4  Vict, 
c.  17. 

43  &  44  Vict, 
c.  20,  sec.  41. 

43   &  44   Vict. 

c.  20,  sec.  41. 
43  &  44  Vict. 

c.  20,  sec.  41. 
16   &   17   Vict. 

c.  67,  sees.  2,  8. 


24  &  25  Vict, 
c.  21,  sec.  3, 
Sch.  A. 


43   &  44  Vict, 
c.  20,  sec.  42. 


Brewer  of  Beer  for  sale  (U.K.) 
Any  other  Brewer  of  Beer  (U.K.) — 
If   the  brewer   occupies  a    house   which, 
together  with  the  offices,  courts,  yards, 
and  gardens  occupied  therewith,  is  of 
an  annual  value  exceeding  £10  and 
not    exceeding    £15,    and     the    beer 
is  brewed  solely  for  his  own  domestic 
use  ....... 

In  any  other  case    ..... 

A  brewer  not  for  sale,  who  occupies  a 
house  of  an  annual  value  not  exceed- 
ing £8  and  brews  solely  for  his  own 
domestic  use,  is  not  required  to  take 
out  a  licence   (49   &   50  Vict.  c.   18, 
sec.  3). 
Beer  Dealer  (U.K.)  .... 

A  beer  dealer   may  not  sell    less    than 
four  and  a  half  gallons  or  two  dozen 
reputed    quart  bottles  of  beer  at  one 
time. 
Beer  Dealer,  Licensed  (E.  &  I.) — 
Additional  licence  to  retail  beer  not  to 
be  consumed  on  the  premises 
Beer  Retailer  (U.K.)— 
Beer  to  be  consumed  on  the  premises1     . 
Beer  Retailer  (E.) — 

Beer  not  to  be  consumed  on  the  premises 
Beer  Retailer,  Grocer  (S.) — 
Beer     not     to     be    consumed     on    the 

premises — 
If   annual   value   of   dwelling-house   in 
which   the   retailer   resides  or   retails 
beer,  together  with  the  offices,  courts, 
yards,  and  gardens  therewith  occupied, 
is  under  £10    ..... 

.   Is  £10  or  upwards        .... 

Beer  Retailer,  Table  (U.K.)— 

Beer  to  be  sold  at  a  price  not  exceeding 

the  rate  of  one  penny  halfpenny  the 

quart,  and  not  to  be  consumed  on  the 

premises  ...... 

Beer  and  Wine  Retailer  (U.K.) — 
If  beer  and  wine  to  be  consumed  on  the 
premises 2  ..... 

If  not  to  be  consumed  on  the  premises    . 

Cards. — See  Playing  Cards. 


Duty.  Date  of  Expiration. 

£       s.      a. 
10     0        Sept.  30. 


0     9     0        Sept.  30. 
0     4      0        Sept.  30. 


3     6      1 


3    10     0 


2   10 
4     4 


July  5  in 
Great 
Britain ; 
October  10 
in  Ireland. 
(  July  5  in  E. 

<  October  10 
(  in  Ireland. 
(  October  10 

<  in  E.  and  I. 

(  May  15  in  S. 
October  10. 


May  15. 


0     5 

0 

July  5. 

f  October  10 

4      0 

0  - 

in  England 
and  Ireland 

3      0 

0 

May  15  in 

,  Scotland. 

1  This  duty  is  subject  to  reduction  in  the  case  of  a  six  day  licence  or  an  early  closing 
licence.     The  reduced  duties  are  : — 

For  a  six  day  licence  or  an  early  closing  licence  .  .  .£300 

For  a  six  day  and  early  closing  licence       .  .  .                     2  10     0 

2  This  rate  of  duty  (£4)  is  subject  to  reduction  in  the  case  of  a  six  day  or  an  early 
closing  licence.     The  reduced  duties  are  : — 

For  a  six  day  licence  or  an  early  closing  licence  .  .  .£386 

For  a  six  day  arid  early  closing  licence       .  .  .                    2  17     1 
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51    &   52    Vict 

e.    8,   sec.    4  ; 
59  &   60  Vict 

c.  36,  sec.  8. 


51  &    52   Vict. 

c.   8,    sec.    4  ; 
59   &  60  Vict, 

c.  36,  sec.  8. 


43  &   44  Vict. 

c.  20,  sec.  41. 

6  Geo.  IV.  c.  81, 

sec.  2  ;   3  &  4 

Vict.  c.  17. 

41   &    42   Vict. 

c.  15,  sec.  17. 
23  &    24   Vict. 
c.  90,  sec.  2  ; 


Carriage  (G.B.)— 

(a)  With  four  or  more  wheels — 
Drawn    or    adapted    or    fitted    to    be 

d  raw n  by — 

(1)  Two  or  more  horses  or  mules 

(2)  One  horse  or  mule  only 
Drawn    or    propelled    by    mechanical 

power — 

(1)  Weight    unladen,  exceeding  two 
tons  and  under  three  tons  . 

(2)  Weight    unladen,  exceeding  »one 
ton  but  not  exceeding  two  tons  . 

(3)  Weight    unladen,  not    exceeding 
one  ton,  or  of  three  tons  or  upwards  . 

(b)  With  less  than  four  wheels,  drawn 
by  horse  or  mule  power,  or  drawn  or 
propelled  by  mechanical  power,  in- 
cluding motor  tricycles  and  motor 
bicycles     ...... 

Persons  taking  out  licences  for  carriages 
used  for  the  first  time  on  or  after  1st 
October  in  any  year  are  entitled  to 
the  following  reductions,  viz.  : — 

If  for  carriage  liable  to  £2,  2s.  or  £4,  4s. 
or  £5,  5s.  rate,  £1,  Is. 

If  for  carriage  liable  to  £1,  Is.  rate, 
10s.  6d. 

If  for  carriage  liable  to  15s.  rate,  7s.  6d. 
Carriage,  Hackney  (G.B.) — 

Drawn  by  horse  or  mule  power 

Drawn  or  propelled  by  mechanical 
power — 

(1)  Weight  unladen,  exceeding  two  tons 
and  under  three  tons 

(2)  Weight  unladen,  exceeding  one  ton 
but  not  exceeding  two  tons 

(3)  Weight  unladen,  not  exceeding  one 
ton,  or  of  three  tons  or  upwards 

Persons  taking  out  licences  for  hackney 
carriages  used  for  the  first  time  on  or 
after  1st  October  in  any  year  are 
entitled  to  a  reduction  of  7s.  6d.  from 
the  above  rates. 
Cider  and  Perry  Retailer  (E.) l 

Distiller  of  Spirits  (U.K.)—     . 


Dog  (G.B.) 

Game,  Licence  to  kill  (U.K.) — 
If  taken  out  after  31st  July  and  before 


Duty.  Date  of  Expiration. 


2      2      0        December  31. 
1      1      0        December  31. 


5  5  0  December  31. 

4  4  0  Decembers  I. 

2  2  0  December  31 

0  15  0  December  31. 


0  15  0  December  31. 

3  18  0  December  31. 

2  17  0  December  31. 

0  15  0  December  31. 


1      5      0     October  10. 
10   10      0     October  10. 

0      7      6      December  31. 


1  This  duty  on  a  licence  authorising  sales  for  consumption  on  the  premises  is  subject  to 
reduction  in  the  case  of  a  six  day  or  an  early  closing  licence.     The  reduced  duties  are  : — 
For  a  six  day  licence  or  an  early  closing  licence     .  .  .£115 

For  a  six  day  and  early  closing  licence       .  .  .  0  17   10 
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46  &  47  Vict, 
c.  1 0,  sees. 
4,5. 


23  &   24  Vict, 
c.  90,  sec.  2. 

23  &  24   Vict, 
c.  90,  sec.  2. 

33  &   34  Vict. 

c.  57,  sec.  3. 
1      Edw.     VII. 

c.  7,  sec.  5. 
51   &   52   Vict. 

c.  33,  sec.  3. 

24  &  25  Vict, 
c.  21,  sec.  11, 
Sch.  B. 

1  Edw.  VII. 
c.  7,  sec.  5. 


1st  November,  to  expire  on  31st  July 

in  the  following  year 
If  taken  out  after   31st  July,  to  expire 

on  31st  October  in  the  same  year 
If  taken  out  on  or  after  1st  November    . 
If  taken  out  for  a  continuous  period  of 

fourteen  days  to   be  specified   in   the 

licence       ...... 

Gamekeeper  (G.B.)  .... 

Gamedealer  (U.K.)  .... 

Gun  (U.K.) 

Glucose  Manufacturer  (U.K.)    . 

Hawker  (U.K.) 

House  Agent  (U.K.)         .... 

Invert  Sugar  Manufacturer  (U.K.)    . 


Locomotive,  Light. — See   Carriage  drawn 

or  propelled  by  mechanical  power  (a) 

and  (6),  and  Carriage,  Hackney,  drawn 

or  propelled  by  mechanical  power. 

32   &   33  Vict.  Male  Servant  (G.B.)  .  .  .  . 

c.  14,  sec.  18. 
38   &   39   Vict.  Medicine  liable   to  Stamp  Duty,  Makers 
c.  23,  sec.  8.  or  Vendors  of  (G.B.)  .... 

52    &   53   Vict.  Methylated    Spirit   Maker,    other   than   a 
c.  42,  sec.  27.  distiller  or  rectifier  of  spirits  (U.K.)     . 

Methylated  Spirit  Retailer  (U.K.)     . 
Motor. — See  Carriage  drawn  or  j)ropelled 
by  mechanical  power  (a)  and  (6),  and 
Carriage,  Hackney,  drawn  or  propelled 
by  mechanical  power. 
26   &   27   Vict.  Occasional  Licence  (U.K.) — 

c.  33,  sec.  19  ;     To  be  taken  out  by  a  person  authorised 
25   &  26  Vict.  to  keep  a  common  inn,  ale-house,  or 

c.  35,  sec.  6.  victualling  house,  and  licensed  to  sell 

therein  beer,  spirits,  wine,  or  tobacco, 
for  the  sale  by  him  at  any  other  place 
of  the  like  articles  for  which  he  is  so 
licensed,  for  a  period  not  exceeding 
six  days  (per  day)  . 
Provided  that  where  a  person  has  taken 
out  such  an  occasional  licence  for  six 
successive  days,  and  desires  to  take  out 
another  like  occasional  licence  for  a 
time  in  immediate  succession,  or  only 
separated  by  the  intervention  of 
Sundays  and  holidays,  the  duty  on  the 
last-mentioned  licence,  for  any  number 
of  days  not  exceeding  six,  shall  not 
exceed      ...... 


Duty.  Date  of  Expiration. 

£       s.  d. 

3     0  0     July  31. 

2      0  0      October  31. 

2      0  0     July  31. 


1  0  0 

2  0  0  July  31. 

2  0  0  July  1. 

0  10  0  July  31. 

1  0  0  June  30. 

2  0  0  March  31. 
2  0  0  July  5. 

1  0  0  June  30. 


0    15     0     December  31 


0      5      0      September  1. 

10    10      0     Sept.  30. 
0   10     0     Sept.  30. 


0      2      6 


0   10     0 
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Sch.  n. 


•27    &    28    Vict 

c.  18,  sec.    1, 
Sch.  B. 


21   &   28   Vict, 
c.    18,  sec.    1, 


Sch.  B. 


43  &   44   Vict, 
e.  20,  sec.  45. 


27   &    28   Vict  Occasional  Licence  (U.K.) — 

c.  18,  sec.  1,     To  be  taken  out  by  a  licensed  dealer  in 
tobacco,   for   the   sale  of  tobacco,  for 
every  day  not    exceeding  three  at  a 
time  ...... 

Occasional  Licence  (E.  &  I.) — 

To  lie  taken  out  by  a  licensed  retailer  of 

wine  for  the  sale  by  retail  of  wine,  for 

every  day  not  exceeding    three    at   a 

time         ...... 

Occasional  Licence  (E.) — 

To  be  taken  out  by  a  licensed  retailer  of 

beer  for  the  sale  by  retail  of  beer,  for 

every  day   not   exceeding   three   at  a 

time  ...... 

Passenger  Boat  (U.K.)  Licence — 

For  the  sale  of  spirits,  wine,  beer,  and 

tobacco  to  passengers  to  be  consumed 

by  them  on  board  during  the  voyage  . 

If  the  licence   is   to   be   in   force  for  one 

day  only  ...... 

35    &  36   Vict.   Pawnbroker  (U.K.)  .... 

c.  93,  sec.  37  ;  5  &  6  Vict.  c.  82,  sec.  6  ;   17  &  18  Vict, 
c.  83,  sec.  20. 
30   &   31    Vict.  Plate    Dealer    (U.K.)— Where  the  article 
c.  90,  sec.  1.        traded  in  or  sold  is  composed  wholly  or 
in  part  of  gold  or  silver — 
If  the  gold  is  above  2  dwts.  and  under 
2  ozs.  in  weight,  or  the  silver  is  above 
5  dwts.  and  under  30  ozs.  in  weight    . 
If  the  gold  is  of  the  weight  of  2  ozs.  or 
upwards,  or  the  silver  is  of  the  weight 
of  30  ozs.  or  upwards 
These  rates    also    apply   to    hawkers   or 

pedlars  trading  in  such  articles. 
Pawnbroker  who  trades  in,  o«  sells,  or 
takes  in  pawn,  or  delivers  out  of  pawn, 
any    article    composed    wholly    or    in 
part  of  gold  or  silver 
Refiner  of  gold  or  silver 
25   &  26  Vict.   Playing    Cards    chargeable    with    Stamp 
c.  22,  sec.  30,     Duty  ;  sellers  who  are  makers  of    . 
Sch.  C. 
6  Geo.  IV.  c.  81,  Rectifier  or  Compounder  of  Spirits  (U.K.) 

sec.  2  ;   3  &  4  Vict.  c.  1 7. 
24   &   25   Vict.   Refreshment-House  Keeper  (E.  &  I.)— 
'1,  sec.  9.         If  the  annual  value  of  the  house  and 
premises     in     respect     of    which     the 
licence  is  granted  is  under  £30  . 
If  £30  or  upwards         .... 

1      Edw.     VII.  Saccharin  Manufacturer  (U.K.) 
7,  sec.  5. 

Spirit  Dealer  (U.K.)         .... 

A  spirit  dealer  may  not  sell  spirits  in  a 
less  quantity  than  two  gallons  or  one. 
dozen  reputed  quart  bottles  at  one 
time. 


Geo.      IV. 

c.  81,  sec.  2  ; 
3  &  4  Vict. 
c.  17. 


Duty.       Date  of  Expiration 

£        9.        'I- 


0      0      4 


0      1      0 


0      1      0 


5      0     0     March  31. 

1      0     0 

7    10      0     July  31. 


2      6      0     July  5. 


5    15      0     Julv  5. 


5    15  0  July  5. 

5    15  0  July  5. 

10  0  September  1. 

10    10  0  July  5. 


0  10  6  March  31, 

1  1  0  March  31 
10  0  June  30. 

10   10  0  July  5. 
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1 1  &  1£  Vict.  Spirit  Dealer,  Licensed  (U.K.)— 
c.  121,  sec.  10.  Additional  licence  to  retail  foreign 
liqueurs  (in  any  quantity  not  less  than 
a  reputed  quart  bottle,  or  in  the  bottles 
in  which  imported),  not  to  be  consumed 
on  the  premises  . 

Spirit  Dealer,  Licensed  (E.) — 
Additional  licence   to   retail  spirits   (in 
any  quantity  not  less  than  a  reputed 
quart  bottle),  or  foreign  liqueurs  (in 
the  bottles  in  which  imported),  not  to 
be  consumed  on  the  premises 
Spirit  Retailer  (U.K.) :  spirits  to  be  con- 
sumed either  on  or  off  the  premises  : — 
If  the  annual  value  of  the  dwelling-house 
in  which  the  retailer  resides  or  retails 
spirits,  together  with  the  offices,  courts, 
yards,  and  gardens  therewith  occupied, 
is  under  £10    . 
Is  £10  and  under  £15 


Duty.         Date  of  Expiration. 
£       s.      d. 


24  &  25  Vict, 
c.  21,  sec.  2, 
Sch.  A. 


43  &  44  Vict, 
c.  20,  sees.  4  3 
44. 


15 

» 

20 

20 

55 

25 

25 

55 

30 

30 

55 

40 

40 

55 

50 

50 

55 

100 

100 

55 

200 

200 

55 

300 

300 

55 

400 

400 

55 

500 

500 

55 

600 

600 

700 

„   700  or  above  . 
The  holder  of  this  licence  may,  without 
any  further  licence,  sell  beer  and  wine 
by  retail  to  be  consumed  on  or  off  the 
premises. 


2      2      0     July  5. 


3      3     0     July  5. 


4 

10 

ol\ 

6 

0 

0 

8 

0 

0 

11 

0 

0 

14 

0 

0 

17 

0 

o 

20 

0 

o 

25 

0 

0 

30 

0 

0 

35 

0 

0 

40 

0 

0 

45 

0 

0 

50 

0 

0 

55 

0 

0 

October  10  in 

England 

and 

Ireland. 
May    15    in 

Scotland. 


60 


1  These  rates  of  duty  are  subject  to  reduction  in  the  case  of  a  six  day  or  an  early  closing 
licence.     The  reduced  rates  are  as  follows  : — 


If  the  Annual  Value  is 

Under  £10 

£10  and  \ 

inder  £15 

15 

20 

20 

25 

25 

30 

30 

40 

40 

,             50 

50 

100 

100 

200 

200          , 

300 

300 

,          400 

400 

500 

500 

,          600 

600 

,          700 

700  or  ab 

ove 

In  the  case  o 

f  licences  for 

theatres  e 

For  a 

Six  Day 

For  a 

Six  Day 

Licence  or  an 

and  an  Early 

Early  Closing 

Closing 

Licence 

Licence. 

£ 

s. 

d. 

£ 

s.    d. 

3 

17 

1 

3 

4     3 

5 

2 

10 

4 

5     8 

6 

17 

1 

5 

14     3 

9 

8 

6 

7 

17     1 

12 

0 

0 

10 

0     0 

14 

11 

5 

12 

2  10 

17 

2 

10 

14 

5     8 

21 

8 

6 

17 

17     1 

25 

14 

3 

21 

8     6 

30 

0 

0 

25 

0     0 

34 

5 

8 

28 

11     5 

38 

11 

5 

32 

2  10 

42 

17 

1 

35 

14     3 

47 

2 

10 

39 

5     8 

51 

8 

6 

42 

17     1 

£20,  and  in  the  case  of  certain  restaurants  it  is  not  to  exceed  £30. 


and  certain  hotels,  the  licence  duty  is  not  to  exceed 
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1(5  &  17  Vict, 
c.  67,  sees.  2, 
8. 


6  Geo.  IV.  c.  81, 
sec  2  ;  3  &  4 
Vict.  c.  17. 


9    &    10    Vict, 
c.  90,  sec.  1. 


23  &  24  Vict, 
c.  113,  sec.  1 ; 
52  &  53  Vict, 
c.  42,  sec.  28. 


43  &   44  Vict. 

c.  20,  sec.  41 
6  Geo.  IV.  c.  81, 

sec.  2  ;   3  &  4 

Vict.    c.    17  ; 

3  &  4  Vict. 

c.  18,  sec.  9. 


Spirit  Retailer,  Grocer  (S.) — Spirits  not  to 
be  consumed  on  the  premises  : — 

If  the  annual  value  of  the  dwelling-house 
in  which  the  retailer  resides  or  retails 
spirits,  together  with  the  offices,  courts, 
yards,  and  gardens  therewith  occupied, 
is  under  £10    . 

Is  £10  and  under  £20 

„      20  „  25 

„      25  „  30  .  .  . 

„      30  „  40 

„      40  „  50 

„      50  or  above  ..... 

The  holder  of  this  licence  may,  without 

any  further  licence,  sell  beer  by  retail 

not  to  be  consumed  on  the  premises. 

Spirit  Retailer,  Grocer  (I.) — Spirits  not  to 

be  consumed  on  the  premises  : — 

If  the  annual  value  of  the  dwelling-house 
in  which  the  retailer  resides  or  retails 
spirits,  together  with  the  offices,  courts, 
yards,  and  gardens  therewith  occupied, 
is  under  £25    ..... 

Is  £25  and  under  £30   . 

„     30  „  40  . 

„     40  „  50   ... 

„     50  or  above    ..... 
This  licence   only  authorises  the  sale  of 
spirits  in  a  quantity  not  exceeding  two 
quarts  at  one  time. 
Still  or  Retort  (U.K.)— 

License  to  be  taken  out  by  a  person,  other 
than  a  licensed  distiller,  rectifier,  or 
compounder  of  spirits  or  vinegar  maker, 
keeping  or  using  a  still  or  retort 
Sweets  Dealer  (U.K.)— 

This  licence  authorises  the  sale  of  sweets 
or  made  wines,  mead  or  metheglin  in 
quantities  of  or  exceeding  two  gallons 
or  one  dozen  reputed    quarts   at  one 
time. 
Sweets,  Retailer  (U.K.) l 
;  52  &  53  Vict.  c.  42,  sec.  28. 
Tobacco  and  SnufF  Manufacturer  (U.K). — 

If  the  weight  of  leaf  or  unmanufactured 
tobacco,  stalks,  and  returns  of  tobacco 
received  by  him  for  manufacture  within 
the  year  ending  on  the  fifth  day  of 
July  previous  to  taking  out  the  licence 
was  not  above  20,000  lbs. . 

Was  above  20,000  lbs.  and  not  above 
40,000  lbs 


Duty.      Date  of  Expiration. 

£      s.      d. 


4 

4 

0 

5 

5 

0 

9 

9 

0 

10 

10 

0 

11 

11 

0 

12 

12 

0 

13 

13 

0 

5      5 


May  15. 


9 

18 

5  ] 

11 

0 

6 

12 

2 

6 

13 

4 

7 

14 

6 

7  J 

October  10. 


0    10     0     July  5. 
5      5      0     July  5. 


1      5      0     July  5. 


°1 


July  5. 


10    10     0 


1  This  duty  on  a  licence  authorising  sales  for  consumption  on  the  premises  is  subject  to 
reduction  in  Great  Britain  in  the  case  of  a  six  day  licence  or  an  early  closing  licence.  The 
reduced  duties  are  : — 


For  a  six  day  licence  or  an  early  closing  licence    . 
For  a  six  day  licence  and  an  early  closing  licence . 


£1     1     5 
0  17  10 
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6  Geo.  IV.  c.  81, 
sec.  2 ;  3  &  4 
Vict.    c.    1 7  ; 

52  &  53  Vict, 
c.  42,  sec.  23. 

52    &  53  Vict. 

c.  7,  sec.  4. 
6  Geo.  IV.  c.  81, 

sec.  2  ;   3  &  4 

Vict.  c.  1 7. 
43   &    44  Vict. 

c.  20,  sec.  41. 


Was  above  40,000  lbs.    and   not   above 
60,000  lbs.        .  . 

Was  above  60,000  lbs.   and  not   above 
80,000  lbs 

Was   above   80,000  lbs.  and  not  above 
100,000  lbs 

Was  above  100,000  lbs. 

A  jDersonwho^rs^  becomes  a  manufacturer 
of  tobacco  pays  a  duty  of  £5,  5s.  on 
his  licence.  If,  however,  the  quantity 
of  tobacco  received  by  him  for  manu- 
facture during  the  year  or  period  for 
which  such  licence  was  granted  was 
above  20,000  lbs.,  he  becomes  charge- 
able with  further  duty  according  to  the 
above  scale. 
Tobacco  and  Snuff  Dealer  (U.K.) — 

This  licence  may  be  granted  for  the  sale 
of  tobacco  in  railway  carriages,  omni- 
buses, and  tramway  cars  (47  &  48  Vict, 
c.  62,  sec.  12;  60  &  61  Vict.  c.  24, 
sec.  6). 
Vinegar,  Maker  of,  for  sale  (U.K.)    . 

Wine  Dealer  (U.K.)  .... 


Wine  Eetailer  (U.K.) — 

Wine  to  be  consumed  on  the  premises  2 


Duty.  Date  of  Expiration. 

£       s.      d. 


15    15      0 

21      0      0 


26      5      0 
31    10     0 


July  5. 


0      5      3     July  5.1 


1      0      0     July  5. 
10    10     0     July  5. 


3   10     0     March  31  in 
E.  and  I. 
May  15  in 

S. 

2    10     0     March  31 
2     4      1      May  15. 


43   &  44  Vict.  Wine  Retailer  (E.  and  I.) — 

c.  20,  sec.  41.  Wine  not  to  be  consumed  on  the  premises 

39   &   40  Vict.  Wine  Retailer,  Grocer  (S.)— 

c.  16,  sec.  4.  Wine  not  to  be  consumed  on  the  premises 

Charges  on  Deliveries  from  Excise  Bonded  Warehouses. —  There  are 
charged  upon  all  goods  liable  to  Customs  duties,  and  upon  British  com- 
pounded spirits  upon  the  delivery  of  the  same  for  home  consumption  from 
any  Excise  warehouse,  in  addition  to  the  duties  of  Customs  or  Excise  and  any 
other  charges  thereon,  the  rates  following  for  every  full  sum  of  £100,  and 
in  proportion  for  any  fractional  part  of  £100  of  the  amount  of  such  duties, 
namely : — (a)  in  respect  of  tobacco,  2s.  6d. ;  (b)  in  respect  of  other  goods,  os. 
(32  &  33  Vict.  c.  103,  sec.  7 ;  39  &  40  Yict.  c.  35,  schedule).  For  every  one 
dozen  imperial  or  reputed  quart  bottles,  or  two  dozen  imperial  or  reputed 
pint  bottles  of  foreign  spirits  bottled  in  warehouse,  there  is  charged  upon 

1  But  if  also  a  licensed  retailer  in  the  same  premises  of  any  intoxicating  liquor,  this  licence 
will  expire  on  same  date  as  liquor  licence. 

2  In  Great  Britain  this  duty  is  subject  to  reduction  in  the  case  of  a  six  day  licence  or  an 
early  closing  licence.     The  reduced  duties  are  : — 

For  a  six  day  licence  or  an  early  closing  licence    .  .  .£300 

For  a  six  day  and  early  closing  licence       .  .  .  2  10     0 

In  Ireland  an  abatement  at  the  following  rate  is  made  where  the  refreshment  house  for 
which  the  licence  is  granted  is  not  kept  open  after  10  p.m.  : — 

If  the  house  and  premises  are  under  the  annual  value  of  £30       .£074 
If  £30  or  upwards    .  .  .  .  .  .  .       0  17  10 
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the  delivery  for  home  consumption  of  such  spirits  so  bottled,  in  addition  to 
the  duties  of  Customs  and  any  other  charges  thereon,  the  sum  of  3d.  (43 
Vict.  c.  14,  sec.  3). 

Yield  of  Duties. — In  the  year  ended  31st  March  1902  the  amount  raised 
under  the  several  heads  of  duty  was  as  follows : — 

Beer  duty  . 

Chicory  duty 


Coffee  mixtures  duty 

Glucose,  etc.,  duty  . 

Railway  passenger  duty 

Spirits  duty 

Licence  duties 

Charges  on  deliveries  from  bonded  warehouses 

Total    . 


£13,718,438 

1,183 

1,504 

64,490 

349,863 

18,490,779 

4,224,739 

4,718 

£36,855,714 


Note. — The  duty  on  glucose  came  into  force  on  11th  June  1901,  and  that  on 
saccharin,  etc.,  on  1st  July  1901. 

The  above  account  of  "Excise"  necessarily  omits  reference  to  many  pro- 
visions on  the  subject.  For  more  detailed  information  see  Bell's  Excise 
Laws,  Highniore's  Excise  Laws,  Pithie's  Inland  Revenue  Cases,  and  the 
annual  Reports  of  the  Commissioners  of  Inland  Revenue,  especially  those 
of  1870  and  1885.  Michael  Pithie. 

Ex.  DlV. — Contraction  for  without  dividend. 


Ex.  Dividend. — A  Stock  Exchange  phrase  usually  shortened  into 
Ex.  Div.  It  signifies  that  the  price  at  which  a  security  is  quoted  is  ex- 
clusive of  dividends.  Unless  so  quoted  all  securities  are  dealt  in  as  cum 
dividend  or  cum  div.,  that  is,  the  dividend  or  interest  accrued  since  the 
previous  distribution  is  included  in  the  price  and  goes  to  the  purchaser. 
Certain  securities,  however,  never  carry  interest  in  the  prices,  which  are 
quoted  net,  the  buyer  having  to  pay  interest  up  to  the  date  of  the  comple- 
tion of  the  purchase. 

Ex.  Drawing". — When  a  security  is  so  quoted  it  means  that  in 
the  event  of  the  drawing  of  the  bond  at  par  the  bargain  is  not  affected,  and 
the  buyer  gets  no  benefit  in  the  event  of  his  particular  bond  being  drawn. 


Executors  and  Administrators. 


1.  Appointment  of  Executors 

2.  Probate  .... 

3.  Letters  of  Administration 

4.  Payment  of  Funeral  and  Testa- 

mentary Expenses  and  Es- 
tate Duty 

5.  Rights  and   Liabilities  which 

pass  to  Executors  and  Ad- 
mniistrators 

Powers  of  Executors  and  Ad- 
ministrators 

Payment  of  Debts . 

The  Incidence  of  Secured  Debts 

Agreements  to  leave  Property 
by  Will    .  .  . 


6. 


9. 


430 
431 
432 


432 


433 

434 
435 
437 

437 


10.  Right  of  Retainer  . 

11.  Remuneration  of  Personal  Re- 

presentatives 

12.  Advertisements  for    Creditors 

and  others 

13.  Domicil  of  Deceased 

14.  Assent  ..... 

15.  Payment  of  Legacies 

16.  The  Distinction   betiveen  Real 

a/nd  Personal  Property 

17.  Charging  of  Legacies  on  Real 

Estate       .... 

18.  Conversion  of  Realty  into  Per- 

sonalty     .... 


437 

438 

438 
438 

439 
439 

440 

441 

441 
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19.  Conversion  of  Personalty  into 

Realty      .         .         .         .441 

20.  Disposition  of  Residue    .  .442 

21.  Marshalling  Assets  .  .     443 

22.  Distribution  of  Estate  not  dis- 

posed of  by  Will         .         .     446 


23.  Application  to  the  Court         .     449 

24.  Release  ....     449 

25.  Trust  and   Mortgage    Estates 

of  Deceased       .         .         .     449 

26.  Executor  de  son  tort        .         .450 


1.  Appointment  of  Executors. — An  executor  is  a  person  nominated  by 
another  person,  called  a  testator,  to  collect  the  testator's  assets  after  his 
decease,  to  pay  his  debts,  and  to  carry  out  his  will ;  the  expression  "  A's 
executor"  is  frequently  used  for  the  sake  of  brevity,  but  the  strictly 
accurate  expression  is  "  the  executor  of  the  will  of  A."  » 

The  appointment  is  made  by  will  and  may  be  made  (1)  in  accordance 
with  the  law  of  the  testator's  domicil  at  the  time  of  his  death,  or  (2)  in 
accordance  with  the  law  of  his  domicil  at  the  time  the  appointment  is  made, 
since  a  subsequent  change  of  domicil  does  not  revoke  a  will  (Wills  Act  1861, 
sec.  3).  A  British  subject  has  the  further  privileges  (3)  of  making  the 
appointment  in  accordance  with  the  law  of  the  place  where  the  will  is 
made ;  or  (4),  if  the  will  is  made  out  of  the  United  Kingdom,  in  accordance 
with  the  law  of  the  British  possession  where  the  testator  had  his  domicil  of 
origin  (Wills  Act  1861,  sees.  1  and  2). 

Nearly  all  wills  which  are  in  practice  met  with  in  England  are 
made  in  the  English  form,  which  requires  (1)  signature  in  the  presence  of 
two  witnesses  by  the  testator,  or  some  one  in  his  presence  and  by  his  direct- 
tion ;  (2)  subscription  of  the  will  by  both  witnesses  in  the  presence  of  each 
other  and  in  the  presence  of  the  testator. 

Soldiers  on  active  military  service,  and  mariners  or  seamen  being  at 
sea,  can  make  wills  appointing  executors  in  an  informal  manner,  but  these 
wills  are  not  of  such  frequent  occurrence  as  to  require  further  notice. 

Eor  further  particulars  as  to  the  modes  of  executing,  revoking,  and 
reviving  wills,  the  reader  is  referred  to  the  article  dealing  with  this  subject. 
Except  in  the  case  of  informal  wills  of  soldiers  and  sailors,  no  testator 
domiciled  in  England  can  make  a  will  or  appoint  an  executor  until  he  has 
attained  the  age  of  twenty-one. 

An  executor  may  be  one  of  the  witnesses  to  a  will,  but  if  so,  will  be 
able  to  take  no  legacy  or  other  benefit  under  it. 

It  is  usual  for  the  appointment  to  be  made  either  at  the  beginning  or 
end  of  the  deceased's  will  in  some  such  form  as  "  I  appoint  A  B  and  C  D 
executors  hereof,"  but  any  words  which  clearly  indicate  the  intention  of  the 
testator  will  suffice,  and  even  where  the  will  merely  directs  a  person  to  per- 
form, the  duties  of  an  executor,  as  for  instance  to  collect  the  testator's  assets 
and  pay  his  debts  and  legacies,  such  person  is  thereby  constituted  executor 
"  according  to  the  tenor."  So  also  in  the  case  of  a  foreign  will,  a  person 
appointed  "  heir  "  of  the  testator  is  an  executor  according  to  the  tenor. 

Any  person  of  sound  mind  may  be  appointed  executor,  but  the  appoint- 
ment will  totally  fail  in  the  event  of  the  executor  dying  in  the  testator's 
lifetime,  or  in  the  event  of  his  surviving  the  testator  and  renouncing.  No  one 
is  bound  to  act  as  executor  against  his  will.  Should  he  renounce,  his  proper 
course  is  to  file  in  the  Probate  Begistry  a  renunciation  under  his  hand,  but 
he  will  be  deemed  to  have  renounced  if  he  does  not  appear  when  cited  to 
take  probate  (The  Court  of  Probate  Act  1858,  sec.  16).  If  he  accepts,  or  in 
any  way  intermeddles  with  the  estate  (in  which  case  he  is  held  to  have 
accepted),  he  will  not  afterwards  be  allowed  to  renounce,  and  a  subsequent 
refusal  to  take  probate  when  cited  would  be  a  contempt  of  Court. 
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If  an  infant  is  sole  executor,  administration  will  be  granted  to  a  person 
of  full  age  durante  minor*  estate,  and  if  the  sole  executor  is  resident  out  of 
the  United  Kingdom  and  does  not  renounce,  administration  durante  absentia 
will  be  granted  to  another.  If  a  sole  executor  becomes  insane,  administra- 
tion durante  dementia  may  be  granted  to  his  committee. 

If  two  or  more  executors  are  appointed,  and  some  of  them  die  in  the 
testator's  lifetime,  or  survive  the  testator  and  renounce,  the  office  vests  in 
the  remaining  executors.  In  the  same  way,  on  the  death  of  one  of  several 
executors  who  have  survived  the  testator,  the  office  continues  in  the  sur- 
vivors. On  the  death  of  a  sole  or  sole  surviving  executor  the  office  ceases, 
and  administration  de  bonis  non  must  be  applied  for,  unless  the  executor  so 
dying  has  proved  the  will,  and  has  himself  appointed  an  executor  of  his  own 
will.  In  this  case  the  executor's  executor  succeeds  to  the  office,  and  he  will 
not  be  able  to  renounce  the  executorship  of  the  original  testator  if  he 
accepts  the  executorship  at  all.  The  chain  may  be  continued  indefinitely ; 
thus  an  executor  of  an  executor  of  an  executor  succeeds  to  the  estate  of  the 
first  testator. 

2.  Probate.  —  An  executor  must  obtain  probate  for  the  following 
reasons : — 

(1)  If  he  intermeddles  with  the  personal  estate  of  the  deceased,  and  does 
not  obtain  probate,  he  is  liable  to  be  heavily  fined  (Stamp  Act  1815,  sec.  37, 
and  Customs  and  Inland  Revenue  Act  1881,  sec.  40). 

(2)  Probate  (or  letters  of  administration  with  the  will  annexed)  is  the 
only  evidence  which  the  Court  will  recognise,  either  of  the  will  so  far  as  it 
affects  personalty,  or  (except  as  against  himself)  of  his  being  appointed 
executor. 

(3)  So  far  as  regards  persons  dealing  with  the  executors,  probate  is  con- 
clusive evidence  of  the  due  execution  of  the  will  and  of  the  appointment  of 
executors.  Thus  payment  by  a  debtor  of  the  testator  to  an  executor  named 
in  a  proved  will  is  a  good  discharge,  even  if  the  will  be  forged  (Allen  v. 
Dundas,  3  T.R.  125). 

(4)  Until  probate  he  will  not  be  able  to  dispose  of  shares  in  joint  stock 
companies,  or  any  freehold  or  leasehold  property  of  the  testator,  and  will 
have  considerable  difficulty  in  collecting  debts  that  may  be  due  to  the 
testator. 

A  will  may  be  proved  either  in  common  form  or  in  solemn  form. 
Probate  in  common  form  is  granted  in  the  absence  of  parties  interested. 
If  the  will  has  a  proper  attestation  clause  the  oath  of  the  executor  alone  is 
required.  Otherwise  the  affidavit  of  one  of  the  attesting  witnesses,  or,  if 
both  are  dead,  the  best  evidence  of  the  proper  execution  of  the  will  that  the 
executor  can  obtain  must  be  procured.  When  the  will  is  proved  in  solemn 
form  the  next-of-kin,  according  to  the  statutes  of  distribution,  and  others 
interested  are  cited,  the  witnesses  are  examined,  and  a  judgment  is 
obtained  pronouncing  on  the  validity  of  the  will.  Unless  a  will  of 
subsequent  date  or  a  revocation  is  afterwards  discovered,  the  judgment  is 
final  as  against  all  persons  cited,  except  in  the  case  of  fraud. 

An  executor  who  has  proved  a  will  in  common  form  may  at  any  time 
be  called  upon  by  persons  interested  to  prove  it  in  solemn  form.  If  he 
fail  to  do  so  the  grant  will  be  revoked  as  a  matter  of  course. 

An  executor  should,  in  the  first  instance,  prove  the  will  in  solemn  form 
in  any  case  where  the  validity  of  the  will  is  doubtful,  but  where  no  such 
doubt  is  entertained,  to  adopt  this  course  would  seem  to  be  putting  the 
estate  to  an  unreasonable  expense. 

It  is  well  established  that  an  executor  derives  his  title  from  the  will, 
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and  not  from  the  probate,  and  that  the  only  effect  of  probate  is  to  afford 
evidence  of  his  appointment.  Consequently  all  acts  done  by  an  executor 
before  probate  are  as  valid  and  effectual  as  after  probate,  and  an  executor 
can  even  bring  actions  before  probate,  but  he  must,  of  course,  have  the 
probate  ready  by  the  time  he  requires  to  prove  his  title.  Consequently  an 
action  may  be  brought  against  an  executor  (who  has  acted  as  such)  before 
he  has  proved  the  will.  Proof  of  a  will  by  one  of  several  executors  will 
enable  the  others  to  accept  the  office  and  represent  the  testator  without 
further  probate. 

3.  Letters  of  Administration. — It  not  unfrequently  happens  that  no 
executor  has  been  appointed  by  a  deceased  person,  or  that  none  of  the 
executors  appointed  are  able  and  willing  to  act.  In  this  case  there  is  no 
one  who  has  a  title  to  deal  with  the  deceased's  property  and  to  collect  his 
debts  until  an  administrator  has  been  appointed  by  the  Court.  An  admini- 
strator (unlike  an  executor)  is  bound  to  enter  into  a  bond  with  one  or  more 
sureties,  conditioned  for  duly  administering  the  deceased's  estate. 

Administration  may  be  (1)  simple,  as  in  the  case  of  intestacy ;  (2)  cum 
testamento  annexo,  where  the  deceased  has  left  a  will  but  no  appointment 
of  executors,  or  the  appointment  has  failed ;  or  (3)  de  bonis  non,  where  a 
previous  administrator  has  died,  or  an  executor  has  died  after  proving  the 
will,  but  without  leaving  an  executor  to  continue  the  chain  of  executors. 

Grants  may  also  be  made  for  a  limited  time,  such  as  durante  absentia, 
durante  minore  aitate,  durante  dementia,  or  for  a  limited  purpose,  such  as 
ad  litem  or  ad  colligenda. 

A  husband  has  the  first  right  to  administer  his  wife's  estate,  and  after 
his  death  administration  de  bonis  non  will  be  granted  to  his  representatives 
in  preference  to  any  one  else.  Conversely  it  is  the  practice  to  grant  letters 
of  administration  to  the  widow  in  preference  to  the  next-of-kin.  This 
practice  is  not  always  followed,  and  the  Court  will,  on  a  sufficient  cause 
being  shown,  prefer  the  next-of-kin  to  the  widow. 

As  between  the  next-of-kin  the  rule  is  that  the  right  to  administration 
follows  the  right  to  the  property,  and  administration  will  ceteris  paribus  be 
granted  to  the  person  entitled  to  the  greatest  interest.  When  the  interests 
are  equal  a  male  will  be  preferred  to  a  female,  and  similarly  a  preference 
will  be  given  to  a  person  accustomed  to  business.  Eelations  of  the  whole 
blood  are  usually  preferred  to  those  of  the  half  blood.  The  Court  has  a 
strong  preference  for  a  sole  rather  than  a  joint  administration. 

Where  the  next-of-kin  are  contending  between  themselves  the  wishes 
of  the  majority  will  frequently  be  followed. 

If  the  deceased  leaves  real  estate  the  heir-at-law  is  equally  entitled  to 
the  grant  with  the  next-of-kin,  and  where  there  is  no  personal  estate 
letters  of  administration  will  be  granted  to  the  heir  (re  Barnett  [1898],  P. 
145).  Where  the  deceased  has  left  neither  husband,  wife,  nor  blood 
relation,  administration  will  be  granted  to  a  nominee  of  the  Crown. 

Lastly,  administration  may  be  granted  to  a  creditor,  but  this  will  only  be 
done  after  the  next-of-kin  have  been  cited.  A  creditor  appointed  adminis- 
trator is  entitled  to  retain  his  debt  as  against  other  creditors,  whose  debts 
rank  in  the  same  order  of  priority  as  his  own,  notwithstanding  the  words  in 
the  bond,  which  seem  to  suggest  the  contrary  {re  Belham  [1901],  2  Ch.  52). 
A  larger  creditor  will  be  preferred  to  a  smaller. 

Where  there  is  a  will,  administration  cum  testamento  annexo  is  granted 
by  preference  to  the  residuary  legatee,  on  the  principle  that  the  grant 
follows  the  interest. 

4.  Payment  of  Funeral  and  Testamentary  Expenses  and  Estate  Duty. — 
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The  first  business  of  an  executor  or  administrator  is  to  bury  the  deceased. 
Reasonable  funeral  expenses  are  allowed  before  any  duty  or  debt  is  payable, 
but  they  should  be  only  in  accordance  with  the  position  in  life  of  the 
deceased,  and  in  the  case  of  an  insolvent  they  must  be  on  the  most  moderate 
scale.  To  this  extent  it  will  be  the  duty  of  the  executor  to  reimburse  the 
person  who  has  ordered  the  funeral. 

The  testamentary  expenses  include  not  only  the  costs  of  obtaining 
probate  or  letters  of  administration,  but  also  the  costs  of  an  administration 
action  properly  instituted.  These  costs,  like  the  cost  of  the  funeral,  are 
primarily  payable  out  of  general  personal  estate,  but  if  real  estate  has  been 
administered,  they  must  be  borne  by  the  real  estate  to  such  an  extent  as 
the  costs  of  the  action  have  been  increased  by  its  administration  (re  Jones 
[1902],  1  Ch.  92). 

An  executor  or  administrator  (1)  must  pay  the  estate  duty  on  all  the 
personal  property  of  which  the  deceased  was  competent  to  dispose  at  his 
death.  This  will  include  all  personal  property  which  the  deceased 
appointed  or  could  have  appointed,  inter  vivos,  or  by  will  in  any  way  he 
thought  fit,  but  not  property  which  he  could  dispose  of  under  powers  that 
were  exercisable  in  a  fiduciary  capacity  or  as  mortgagee ;  (2)  may  pay  the 
estate  duty  on  all  property  liable  to  estate  duty  under  his  control ;  (3)  may, 
with  consent  of  the  persons  accountable  for  duty,  pay  the  estate  duty  on 
property  not  under  his  control.  The  obligation  to  pay  estate  duty  on  the 
personalty  extends  to  all  personalty  in  the  United  Kingdom,  including 
the  stock  or  shares  issued  by  a  company  having  a  register  in  the 
United  Kingdom,  and  in  the  case  where  the  testator  was  domiciled 
in  England,  it  extends,  with  an  exception  in  favour  of  certain  British 
possessions  (Finance  Act  1894,  sec.  20),  to  movable  property  all  over  the 
world. 

The  executor  or  administrator  must,  to  the  best  of  his  knowledge,  specify 
in  accounts  annexed  to  the  Inland  Revenue  affidavit,  which  he  is  bound  to 
deliver,  all  the  property  in  respect  of  which  estate  duty  is  payable  upon  the 
death  of  the  deceased,  but  where  he  does  not  know  the  amount  or  value  of 
any  property  which  has  passed  on  the  death,  he  may  state  in  the  Inland 
Revenue  affidavit  that  such  property  exists,  but  he  does  not  know  the 
amount  or  value  of  it,  and  that  he  undertakes,  as  soon  as  the  amount  and 
value  are  ascertained,  to  bring  in  an  account  of  it  and  to  pay  both  the  duty, 
for  which  he  may  be  liable,  and  any  further  duty  payable  by  him  in 
consequence  of  the  increased  value  of  the  estate.  The  duty  is  paid  by 
means  of  a  stamp  on  the  Inland  Revenue  affidavit. 

An  executor  or  administrator  is  not  liable  for  any  duty  in  excess  of  the 
assets  which  he  has  received  or  might  have  received,  but  for  his  own 
neglect  or  default.  For  further  information  on  the  subject  of  estate  duty 
the  reader  is  referred  to  the  article  "  Death  Duties." 

If  the  testator  is  domiciled  abroad  and  leave  only  movable  property  in 
England,  the  executor  or  administrator  will  still  be  liable  to  the  expense  of 
probate  or  letters  of  administration  in  England,  as  an  English  grant  is 
necessary  to  enable  the  personal  representative  to  sue  in  an  English  Court. 
In  such  a  case  the  grant  will  be  made  in  most  instances  to  the  person 
appointed  to  administer  the  deceased's  property  in  the  country  where  he 
was  domiciled. 

Scotch  confirmations,  probates,  and  letters  of  administration  granted  in 
Ireland  and  in  many  British  colonies  can  be  sealed  by  the  English  Court  if 
desired,  and  then  have  the  effect  of  English  grants. 

5.  Rights  and  Liabilities  which  pass  to  Executors  and  Administrators. — 
vol.  ii  28 
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The  executor  or  administrator  succeeds  to  the  whole  estate  of  the  deceased 
with  few  exceptions. 

Until  very  recently  the  succession  was  only  to  the  personal  estate  of 
the  deceased ;  but  in  the  case  of  persons  dying  after  1897,  notwithstanding 
any  testamentary  disposition,  real  estate  vested  in  any  person  without  a 
right  in  any  other  person  to  take  by  survivorship  devolves  to  and  becomes 
vested  in  his  personal  representatives  as  though  it  were  leasehold  property. 
This  provision  does  not,  however,  apply  to  copyholds  or  customary  freeholds 
in  any  case  where  an  act  of  the  lord  is  necessary  to  perfect  a  purchaser's 
title,  but  it  does  apply  to  real  estate  other  than  the  copyholds  or  customary 
freeholds  referred  to,  over  which  the  deceased  executes  by  will  a  general 
power  of  appointment  (Land  Transfer  Act  1897,  sec.  1). 

This  unfortunately  worded  enactment  raises  so  many  questions,  the 
solution  of  which  is  doubtful,  that  it  would  occupy  too  much  space  to  fully 
discuss  it  here.  It  seems  certain  that  the  word  "  vested  "  is  not  used  in  its 
strict  sense,  and  that  all  realty,  including  estates,  to  which  the  deceased 
was  contingently  entitled,  passes  to  his  personal  representative.  The 
provision,  apparently  (though  there  can  be  little  doubt  that  this  was  not 
intended),  applies  to  estates  tail,  which  are,  it  would  consequently  seem, 
rendered  liable  to  all  the  debts  of  the  deceased.  If  this  is  so  it  is  pre- 
sumed that  they  would  not  be  liable  until  the  other  assets  are  exhausted 
(Land  Transfer  Act  1897,  sec.  2  (3) ). 

The  personal  representatives  succeed  to  rights  of  action  in  respect  of 
breaches  of  contract  except  where  the  loss  is  purely  personal,  as  in  the  case 
of  a  breach  of  promise  of  marriage. 

They  do  not,  as  a  rule,  succeed  to  rights  of  action  in  respect  of  wrongs 
done  to  the  deceased  unless  the  wrongs  operate  to  the  injury  of  the  estate. 
An  important  exception  to  the  rule  is  the  case  where  the  death  of  the 
deceased  was  caused  by  the  negligence  of  another.  In  such  a  case  the 
personal  representative  has  a  right  of  action  against  the  person  guilty  of 
negligence,  but  this  action  is  only  for  the  benefit  of  the  husband,  wife, 
parents,  or  children  of  the  deceased  (Fatal  Accidents  Act  1846,  sees.  1  and  2). 

Rights  of  action  for  breach  of  contract  which  are  maintainable  against 
the  deceased  can  be  maintained  against  his  executors,  and  they  are  also 
bound  to  perform  or  pay  damages  for  the  breach  of  contracts  entered  into 
by  the  deceased,  but  not  broken  in  his  lifetime,  provided  such  contracts  do 
not  involve  his  personal  services.  On  such  a  contract  as  to  paint  a  picture, 
write  a  book,  or  build  a  lighthouse,  they  are  not  liable. 

For  the  wrongs  committed  by  the  deceased,  in  cases  where  he  has 
specifically  acquired  the  property  of  another,  his  personal  representatives 
are  liable  to  the  extent  of  the  acquisition,  and  they  are  also  liable  for 
injuries  to  property  committed  by  the  deceased  within  six  months  of  his 
decease,  provided  the  action  is  brought  within  six  months  after  the  personal 
representatives  have  taken  upon  themselves  the  administration  (Civil 
Procedure  Act  1833,  sec.  2). 

6.  Powers  of  Executors  and  Administrators. — As  the  effect  of  probate  is 
only  evidential,  no  distinction  can  be  drawn  between  the  powers  of  an 
executor  before  and  after  probate.  It  is  otherwise  with  an  administrator. 
Until  letters  of  administration  are  granted  he  has  evidently  no  title  at  all. 
The  Courts  have  got  over  this  difficulty  by  propounding  the  doctrine  that 
when  letters  of  administration  are  granted  they  relate  back  to  the  death  of 
the  deceased. 

The  Courts  of  Equity  favoured  this  doctrine  more  than  the  Common  Law- 
Courts,  and  there  is  authority  for  the  proposition  that  only  acts  which  are 
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for  the  benefit  of  the  estate  are  ratified  by  the  doctrine  of  relation  back. 
Wherever  the  doctrine  is  applied  the  self-constituted  administrator  is 
virtually  on  the  same  footing  as  an  executor,  provided  that  letters  of  adminis- 
tration are  eventually  granted  to  him. 

Copyholds  (including  for  this  purpose  customary  freeholds  in  any  case 
where  an  act  of  the  lord  is  necessary  to  perfect  a  purchaser's  title)  descend 
to  the  customary  heir,  and  may  be  disposed  of  by  will  without  the  inter- 
vention of  any  personal  representative.  But  an  executor  has  an  implied 
power  to  sell  them  if  the  testator  directs  them  to  be  sold  for  payment  of 
debts  or  legacies,  but  does  not  specify  by  whom.  If  the  copyholds  are  only 
charged  with  debts  or  legacies,  and  are  not  devised  for  the  testator's  whole 
interest  in  them  either  to  trustees  or  to  some  person  beneficially,  the 
executors  have  a  statutory  power  to  sell  or  mortgage  them  (Law  of 
Property  Amendment  Act  1859,  sec.  16).  If  the  persons  accountable  for 
estate  duty  on  copyholds  request  the  executor  or  administrator  to  pay  the 
duty,  he  has  power  for  this  purpose  to  raise  the  duty  by  a  sale,  mortgage, 
or  terminable  charge  on  the  property  (Finance  Act  1894,  sec.  9  (5)). 

With  regard  to  the  assets  which  are  vested  in  the  executor  or  adminis- 
trator, he  can  sell  or  mortgage  them,  and  make  a  good  title  to  a  purchaser, 
notwithstanding  they  are  specifically  disposed  of  by  the  testator's  will. 
One  only  of  several  executors  or  administrators  may  sell  or  mortgage  and 
give  receipts,  except  in  the  case  of  real  estate,  when  all  must  concur  in  the 
conveyance  or  mortgage,  or  the  authority  of  the  Court  must  be  obtained 
(Land  Transfer  Act  1897,  sec.  2  (2)).  Executors  have  prima  facie  no  power 
to  lease,  but  if  it  is  for  the  benefit  of  the  persons  beneficially  interested,  and 
is  the  best  way  of  administering  the  assets,  they  may  do  so. 

A  personal  representative  may  compromise,  compound,  submit  to 
arbitration,  or  abandon  any  claim  made  on  behalf  of  the  estate  (Trustee  Act 
1893,  sec.  21). 

7.  Payment  of  Debts. — It  is  the  duty  of  an  executor  or  administrator  to 
pay  the  debts  of  the  deceased.  The  debts  are  payable  at  once,  and  the 
executor  or  administrator  may  accordingly  be  sued  by  creditors.  But  he  is 
liable  only  to  the  extent  of  the  assets  of  the  deceased,  and  is  not  personally 
liable,  unless  he  has  admitted  assets  in  his  hands ;  though  he  will  be  made 
personally  liable  for  the  costs  of  an  action  he  has  improperly  defended.  He 
may  pay  any  debt  on  any  evidence  he  thinks  sufficient,  and  may  compromise, 
submit  to  arbitration,  or  otherwise  settle  any  debt  or  claim  made  against 
the  estate"  (Trustee  Act  1893,  sec.  21).  He  may,  if  he  thinks  proper,  pay  a 
debt  which  has  become  statute  barred  by  lapse  of  time. 

The  assets  in  the  hands  of  an  English  administrator  are  liable  for  all  the 
debts  of  the  deceased  whether  incurred  in  or  out  of  England,  and  a  foreign 
creditor  has  equal  rights  with  a  British  creditor.  Foreign  nations  do  not 
always  adopt  an  equally  generous  policy,  but  frequently  distribute  the 
assets  of  the  deceased  among  the  creditors  resident  with  them.  When  this 
is  the  case  the  executor  should  see  that  the  home  creditors  have  as  large  a 
share  of  the  deceased's  assets  as  the  foreign  creditors  before  he  distributes 
the  balance  rateably.  Where  the  assets  are  in  England,  questions  of 
priority  must  be  decided  by  English  law  whatever  be  the  domicil  of  the 
deceased  (re  Klcebe,  28  Ch.  D.  175). 

In  the  administration  of  assets  by  the  Court  the  same  rules  now  prevail 
as  to  the  respective  rights  of  secured  and  unsecured  creditors,  and  as  to 
debts  and  liabilities  provable,  as  are  in  force  for  the  time  being  in  bank- 
ruptcy (Judicature  Act  1875,  sec.  10).  The  wording  of  this  enactment  has 
led  to  many  decisions  which  it  is  difficult  to  reconcile  with  one  another. 
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There  seems,  however,  no  doubt  that  it  does  not  operate  to  apply  to  an 
administration  of  the  assets  of  a  deceased  insolvent  those  bankruptcy 
rules  which  merely  operate  to  swell  the  assets  to  be  administered,  such, 
for  example,  as  the  provisions  as  to  fraudulent  preference. 

The  Court  of  Appeal  has  decided  that  the  rule  postponing  a  widow  who 
lends  money  to  her  husband  for  business  purposes  is  now  to  be  applied  to 
the  case  of  a  deceased  insolvent  (re  Leng  [1895],  1  Ch.  652);  and  it  has  lately 
been  decided,  also  by  the  Court  of  Appeal,  that  the  effect  of  the  enactment 
is  to  introduce  into  the  administration  of  the  estates  of  deceased  insolvents 
the  rule  in  bankruptcy,  that  creditors  who  have  given  no  consideration  for 
their  debts  are  to  be  paid  pari  passu  with  creditors  for  value  (re  Whitaker 
[1901],  1  Ch.  9).  It  seems  impossible  to  regard  these  decisions  otherwise 
than  as  establishing  the  rule  that  the  rights  of  creditors  between  themselves 
are  to  be  regulated  by  bankruptcy  law,  and  it  is  accordingly  assumed  that 
the  decisions  to  the  contrary  by  Courts  of  first  instance  are  now  overruled, 
and  that  the  old  order  in  which  creditors  were  formerly  entitled  is 
abrogated. 

Among  creditors  entitled  in  the  same  order  of  priority  an  executor  is 
entitled  to  prefer  one  creditor  to  another,  but  that  right  ceases  after  a 
judgment  for  administration. 

The  order  in  which  debts  should  be  paid  seems  now  to  be  as  follows : — 

(1)  Funeral  and  testamentary  expenses. 

(2)  Certain  military  debts  of  a  person  dying  subject  to  martial  law 
(Eegimental  Debts  Act  1893,  sec.  2). 

(3)  Debts  due  to  a  Friendly  Society  from  its  officer  on  account  of  money  of 
the  society  in  his  possession  (Friendly  Societies  Act  1896,  sec.  35);  and 
debts  due  to  a  Savings  Bank  from  its  officer  on  account  of  money  of  the  bank 
in  his  possession  (Trustee  Savings  Bank  Act  1863,  sec.  14 ;  Savings  Bank 
Act  1891,  sec.  13). 

(4)  (a)  Eates  and  taxes  which  have  become  due  within  twelve  months 
before  the  death. 

(b)  Wages  or  salary  of  a  clerk  or  servant  for  four  months  before  the 
death,  not  exceeding  £50. 

(c)  Wages  of  any  workmen  for  two  months  before  the  death,  not  exceed- 
ing £25  (Bankruptcy  Act  1883,  sec.  40 ;  Preferential  Payments  in  Bank- 
ruptcy Act  1888,  sec.  1). 

(5)  The  general  body  of  creditors. 

(6)  Certain  loans  to  a  person  engaged  in  business,  which  are  deferred 
(Married  Women's  Property  Act  1882,  sec.  3  ;  Partnership  Act  1890,  sec.  3). 

It  is  a  general  rule  that  the  Crown  is  bound  by  no  Act  of  Parliament 
unless  specially  mentioned.  Since  the  Crown  is  expressly  bound  by  the 
Bankruptcy  Acts  (Bankruptcy  Act  1883,  sec.  150),  but  not  by  the  other 
statutes  referred  to,  it  would  seem  that  the  provisions  as  to  the  order  in 
which  debts  are  now  payable  in  no  way  bind  the  Crown,  unless  the  deceased's 
estate  is  administered  in  bankruptcy  (Bankruptcy  Act  1883,  sec.  125). 

The  order  in  which  debts  were  payable  at  common  law  was  : — 

(1)  Crown  debts  by  matter  of  record  or  specialty  (i.e.  due  under  a  deed). 

(2)  Judgment  debts  in  a  Court  of  record. 

(3)  Eecognisances. 

(4)  Debts  by  specialty  (i.e.  due  under  a  deed)  and  arrears  of  rent. 

(5)  Crown  debts  due  under  a  simple  contract. 

(6)  Debts  due  under  a  simple  contract  (other  than  arrears  of  rent). 

To  this  equity  added  the  rule  that  bonds  not  given  for  valuable  con- 
sideration must  be  postponed  to  all  other  debts. 
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The  old  order  may  still  be  of  importance  when  there  are  Crown  debts 
and  the  assets  are  short.  Suppose,  for  instance,  the  deceased  left  specialty 
and  simple  contract  debts,  and  that  one  of  the  simple  contract  debts  was 
due  to  the  Crown.  The  method  of  administration,  in  a  case  where  the 
assets  were  insufficient  to  pay  all  creditors  in  full,  would  be  as  follows  : — 
Divide  the  assets  rateably  between  the  specialty  and  simple  contract 
creditors,  apply  the  specialty  creditors'  fund  towards  the  payment  of 
specialty  creditors,  then  take  the  simple  contract  debt  due  to  the  Crown 
out  of  the  fund  available  for  the  payment  of  simple  contract  creditors,  and 
apply  the  balance,  if  any,  of  the  simple  contract  creditors'  fund  towards  the 
payment  of  the  remaining  simple  contract  creditors  {re  Bentinck  [1897], 
1  Ch.  673). 

8.  The  Incidence  of  Secured  Debts. — The  executor  or  administrator  must 
not  forget  that  he  is  liable  to  pay  mortgage  debts  which  deceased  was  person- 
ally liable  to  pay,  and  that  there  is  nothing  to  compel  a  mortgagee  to  resort 
in  the  first  instance  to  his  security. 

It  will,  therefore,  be  only  prudent  for  an  executor  to  pay  off  a  mortgage, 
if  the  testator  was  personally  liable  for  it,  in  any  case,  where  the 
mortgagee  is  unwilling  to  accept  the  liability  of  the  person  entitled  subject 
to  the  mortgage,  in  lieu  of  that  of  the  testator.  No  such  payment  will 
affect  the  ultimate  rights  between  themselves  of  the  persons  beneficially 
entitled. 

The  old  law  was  to  the  effect  that  a  person  to  whom  property  was 
specifically  given  by  will  had  the  right  to  have  all  mortgages  and  charges, 
which  the  testator  was  personally  liable  to  pay,  discharged  out  of  the 
personal  estate,  and  a  residuary  devisee  and  an  heir-at-law  enjoyed  the  same 
privilege.  The  law,  so  far  as  it  affected  land,  has  now  been  altered  by  three 
statutes  commonly  called  Locke  King's  Acts  (Real  Estate  Charges  Acts 
1854,  1867,  and  1877),  which  provide  that  persons  entitled  under  a  will  or 
intestacy  to  real  or  leasehold  property  shall  take  the  property  subject  to 
mortgages  and  charges  affecting  it.  Where  the  deceased  has  purchased  real 
or  leasehold  property,  and  the  contract  is  not  completed,  or  the  purchase- 
money  is  not  fully  paid,  the  unpaid  purchase-money  must  now  be  paid  by 
the  person  entitled  to  the  land  unless  the  vendor  had  abandoned  his  lien. 
If  the  deceased  has  contracted  to  sell  real  or  leasehold  property,  a  specific 
devisee  or  legatee  is  not  entitled  to  the  purchase-money,  as  the  devise  or 
bequest  has  been  adeemed  by  the  contract  for  sale. 

9.  Agreements  to  Leave  Property  by  Will. — Covenants  or  agreements  to 
leave  money  or  property  by  will  are  in  no  sense  testamentary  documents. 
They  consequently  require  no  witnesses,  and  in  most  cases  need  not  even 
be  in  writing.  To  this  rule  the  principal  exceptions  are — contracts  relating 
to  land,  and  contracts  in  consideration  of  marriage.  A  promise  to  leave 
money  by  will  does  not  constitute  a  binding  agreement  unless  it  is  under 
seal,  or  some  consideration  is  given  for  it. 

If  the  testator  fulfils  his  obligation  no  question  arises,  but  if  he  does 
not,  or  only  partially  fulfils  it,  the  executor  or  administrator  will  have  to 
carry  it  out.  Any  money,  however,  which  the  person  entitled  succeeds  to 
in  consequence  of  intestacy,  must  be  treated  in  whole  or  in  part  as  if  it  had 
been  left  by  the  testator's  will. 

10.  Right  of  Retainer. — A  personal  representative,  who  is  also  a  creditor 
of  the  testator,  may  pay  himself  in  preference  to  other  creditors.  This 
right,  called  the  right  of  retainer,  is  unaffected  by  the  provision  that  the 
rules  in  Bankruptcy  are  to  prevail  in  administrations  of  the  estates  of 
deceased  persons  (Judicature  Act  1875,  sec.  10;  Lee  v.  JVuttall,  12  Ch.  D. 
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61),  and  is  not  lost  even  though  the  estate  be  administered  in  bankruptcy 
{re  Rhoades  [1899],  2  Q.B.  347).  No  retainer  is  allowed  except  out  of  what 
are  called  legal  assets,  and  only  out  of  such  legal  assets  as  have  been  reduced 
into  possession,  and  an  executor  or  administrator  can  only  retain  as 
against  creditors  who  were  formerly  entitled  to  rank  in  the  same  order  of 
priority  as  himself.  Thus  an  executor,  who  is  a  simple  contract  creditor, 
cannot  retain  as  against  a  creditor  entitled  under  a  deed. 

Legal  assets  are  such  assets  as  an  executor  can  recover  virtute  officii, 
whether  or  not  he  had  to  come  into  a  court  of  equity  to  obtain  them.  It 
is  hardly  worth  while  to  enlarge  upon  the  distinction  between  legal  and 
equitable  assets,  as  this  subject  is  becoming  daily  of  less  practical 
importance. 

11.  Remuneration  of  Personal  Representatives. — It  is  well  established 
that  a  personal  representative  is  not  entitled  to  charge  for  time  and  trouble. 
Consequently,  no  remuneration  can  be  allowed  to  an  executor  until  the 
creditors  have  been  paid  in  full,  and  all  that  he  can  then  claim  must  depend 
on  the  provisions  of  the  will. 

Apart  from  such  provisions  an  executor  or  administrator,  who  is  a 
solicitor  or  an  accountant,  cannot  charge  the  estate  with  anything  except 
out-of-pocket  expenses.  Where  the  business  is  done  by  a  firm,  of  which 
the  executor  is  a  member,  the  firm  can  make  no  charge  notwithstanding 
that  the  work  may  actually  have  been  done  by  the  other  partners.  The 
rule  is  the  same  with  all  professional  charges,  but  most  of  the  cases  actually 
decided  relate  to  solicitors. 

Should  the  solicitor  or  accountant  have  been  a  witness  to  the  will,  he 
will  not  be  able  to  take  advantage  of  any  clause  in  it  allowing  him  or  his 
firm  to  charge  for  professional  services  {re  Pooley,  40  Ch.  D.  1). 

12.  Advertisements  for  Creditors  and  Others. — The  payment  of  money  to 
persons  beneficially  entitled  under  the  will  or  intestacy  of  the  deceased  is, 
in  general,  an  admission  of  assets  for  the  payment  of  debts.  It  is,  conse- 
quently, highly  unsafe  for  an  executor  to  proceed  with  the  distribution  of 
the  estate  without  taking  advantage  of  the  indemnity  provided  by  Lord 
St'.  Leonards'  Act  (Law  of  Property  Amendment  Act  1859,  sec.  29). 

This  statute  enables  executors  and  administrators  to  advertise  for 
creditors  and  next-of-kin,  and  at  the  expiration  of  the  time  named  in  the 
advertisement  to  distribute  the  estate,  having  regard  only  to  the  claims  of 
which  they  then  have  notice. 

What  advertisements  are  necessary  depends  on  the  circumstances  of 
each  case,  but  it  is  suggested  that  they  should,  at  least,  be  inserted  in  the 
London  Gazette,  in  a  London  newspaper,  and  in  one  or  two  papers  circulating 
in  the  neighbourhood  where  the  deceased  lived.  A  reasonable  time  must 
be  allowed  for  creditors  and  next-of-kin  to  send  in  their  claims;  in  ordinary 
cases  two  months  will  be  amply  sufficient. 

13.  Domicil  of  the  Deceased. — After  the  debts  of  the  deceased  have  been 
paid,  his  movables  must  be  disposed  of  in  accordance  with  the  law  of  his 
domicil.  A  man's  domicil  is  very  nearly  equivalent  to  the  country  where 
he  makes  his  home.  The  terms  "  domicil  "  and  "  home  "  are  not,  however, 
quite  synonymous :  thus  a  person  may  have  no  home,  but  must  have  a 
domicil. 

The  term  "  domicil  of  origin "  signifies  the  domicil  of  the  deceased's 
father,  if  the  deceased  was  legitimate,  and  of  his  mother  if  illegitimate. 
The  domicil  of  origin  is  retained  until  a  fresh  domicil  is  acquired. 

Should  the  deceased  have  been  domiciled  abroad  the  English  personal 
representative  is  recommended  to  transmit  to  the  person  to  whom  adminis- 


EXECUTORS  AND  ADMINISTRATORS  439 

tration  has  been  entrusted  by  the  country  where  the  deceased  was  domiciled 
the  balance  of  the  deceased's  movable  estate  which  remains  after  payment 
of  debts,  but  he  must  retain  any  sum  which  arises  from  the  sale  or  mortgage 
of  the  deceased's  real  or  leasehold  estate,  and  distribute  it  according  to 
English  law  {Pepin  v.  Bruybre  [1902],  1  Oh.  24). 

14.  Assent. — To  complete  the  title  of  a  person  to  property  specifically 
bequeathed  or  devised  to  him,  the  assent  of  the  executor  or  administrator  is 
necessary.  Until  the  personal  representative's  assent  has  been  given  the 
beneficiary  cannot  take  possession  of  the  property,  as  the  whole  interest  is 
vested  in  the  personal  representative  in  order  that  he  may  sell  it,  if 
necessary,  to  raise  money  to  pay  the  testator's  debts. 

In  assenting  to  any  devise  an  executor  may  make  the  assent  subject  to 
a  charge  for  the  payment  of  any  money  he  is  liable  to  pay. 

An  assent  may  be  by  word  of  mouth,  and  may  even  be  implied  by 
conduct ;  but  in  the  case  of  property  in  land,  whether  freehold  or  leasehold, 
it  is  very  desirable  for  the  assent  to  be  put  into  writing,  as  such  assent  is  a 
link  in  the  title  to  the  property,  and  evidence  of  its  having  been  given  may 
be  required  by  a  future  purchaser. 

The  following  form  of  assent  may  be  used  in  ordinary  cases  : — 

As  executors  of  the  will  of  A  B,  late  of  ,  we  hereby  assent  to  the 

following  devise  [or  in  the  case  of  leaseholds  bequest]  contained  in  [the  second 
codicil  to]  the  said  will  [I  give  my  .  .  .  following  words  of  wilt].     Dated  this 
day  of  ,  19 


* 


Executors. 


An  executor  or  administrator  before  assenting  to  a  bequest  of  leasehold 
property  should  remember  that  if  the  deceased  was  the  original  lessee,  the 
personal  representative  will  continue  liable  on  the  covenants  in  the  lease, 
even  after  he  has  assented  to  a  bequest  of  the  property.  His  only  way  of 
protecting  himself  against  this  liability  seems  to  be  to  have  the  estate 
administered  by  the  Court.  Where  an  executor  assigns  leaseholds  to  a 
purchaser,  he  will  no  longer  be  liable  if  he  has  satisfied  all  liabilities  which 
accrued  due  up  to  the  time  of  the  assignment,  and  has  set  apart  a  sufficient 
fund  to  answer  any  future  claim  in  respect  of  any  fixed  and  ascertained 
sum  agreed  by  the  lessee  to  be  laid  out  on  the  property  (Law  of  Property 
Amendment  Act  1859,  sec.  27). 

An  assent  will  only  be  of  service  where  the  property  is  disposed  of  by 
the  deceased's  will.  Consequently,  it  is  necessary  to  assign  leaseholds  to  the 
next-of-kin  according  to  the  statutes  of  distribution,  in  cases  where  the 
next-of-kin  are  entitled,  and  prefer  that  the  property  should  not  be  sold 
and  divided.  Similarly,  a  conveyance  of  freeholds  to  the  heir-at-law  is 
necessary. 

15.  Payment  of  Legacies. — A  personal  representative  is  not  bound  to 
pay  legacies  until  a  year  has  elapsed  since  the  death  of  the  testator.  He 
may,  however,  pay  them  earlier  if  he  likes,  and  he  should  do  so  as  soon  as 
he  has  ascertained  that  the  estate  is  solvent  and  he  has  realised  funds 
sufficient.  If  a  legacy  is  not  paid  at  the  end  of  the  year  the  legatee  is 
entitled  to  interest  as  from  that  time  at  the  rate  of  4  per  cent  per  annum. 
Specific  legacies  of  interest-bearing  property  are  entitled  to  interest  from 
the  testator's  death,  as  are  also  legacies  given  in  satisfaction  of  debts, 
legacies  given  to  infant  children  not  otherwise  provided  for,  and  legacies 
charged  on  land. 

On  paying  legacies  or  transferring  the  residue  executors  or  adminis- 
trators must  pay  the  legacy  duty.     They  must  deduct  the  duty  from  the 
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legacies  except  in  the  case  where  legacies  are  given  duty  free,  when  the 
duty  is  taken  out  of  the  residue.  When  a  legacy  or  the  residue  is  settled 
legacy  duty  is  payable  at  once  on  the  corpus  if  all  the  persons  beneficially 
entitled  pay  duty  at  the  same  rate,  otherwise  the  duty  is  charged  on  the 
beneficial  interest  of  each  person  as  soon  as  he  becomes  entitled  in  pos- 
session. 

Annuitants  and  persons  entitled  to  a  temporary  interest  pay  their  legacy 
duty  by  four  annual  instalments. 

Executors,  previous  to  retaining  their  legacies  or  the  residue,  must 
transmit  the  particulars  with  the  duty  offered  to  the  Inland  Eevenue  Com- 
missioners. 

An  executor  has  no  right  of  retaining  a  legacy  given  to  him  to  the 
exclusion  of  other  legatees.  A  legacy  given  to  an  executor  is  presumed  to 
be  given  to  him  qua  executor,  and  will  consequently  not  be  payable  unless 
the  executor  act.  This  presumption  can,  however,  be  rebutted,  and  parol 
evidence  is  admissible  for  this  purpose. 

When  the  legatee  is  an  infant,  and  this  event  is  not  provided  for  by  the 
will,  the  executor  should  pay  the  money  into  Court  (Trustee  Act  1893, 
sec.  42). 

An  executor  or  administrator  has  power,  with  the  consent  of  any  person 
entitled  to  a  legacy  or  a  share  in  the  residue,  to  appropriate  any  part  of  the 
residuary  estate  in  or  towards  satisfaction  of  the  legacy  or  share.  Notice 
must  be  given  to  all  persons  interested  in  the  residue,  and  they  may  there- 
upon apply  to  the  Court.  The  appropriation  is  conclusive,  save  as  other- 
wise directed  by  the  Court  (Land  Transfer  Act  1897,  sec.  4). 

An  annuity  is  a  legacy.  In  the  absence  of  special  provision  the  first 
payment  of  an  annuity  is  due  one  year  after  the  testator's  death. 

16.  The  Distinction  between  Real  and  Personal  Property. — The  terms 
"  real "  and  "  personal "  have  already  been  used  several  times  in  the  course 
of  this  article,  but  as  the  distinction  between  real  and  personal  estate  is  of 
especial  importance  in  connection  with  what  follows,  it  seems  advisable  to 
indicate  shortly  the  kinds  of  property  especially  referred  to  as  realty  and 
personalty.  Realty  or  real  estate  comprises  estates  and  interests  in  land, 
other  than  estates  for  years,  at  will  or  at  sufferance.  Personalty  or  per- 
sonal estate  includes  these  last-mentioned  estates,  property  in  movables, 
patents,  copyrights,  and  choses  in  action,  such  as  shares  in  companies, 
consols,  and  debts.  An  advowson,  or  the  perpetual  right  of  presentation  to 
an  ecclesiastical  benefice,  is  real  property,  but  a  right  of  presentation  on  the 
next  vacancy  is  personal  property.  Estates  for  life  or  for  lives  are  real 
property  although  a  rent  be  reserved,  but  where  the  estate  is  not  for  the 
life  of  the  tenant,  but  for  some  other  life,  it  is  called  an  estate  pur  autre  vie. 
When  such  an  estate  is  expressly  limited  to  the  tenant  and  his  heirs  it  is 
dealt  with  as  realty.  But  in  other  cases  it  passes  to  the  executors,  and  is 
applied  as  if  it  were  personal  estate,  and,  though  technically  realty,  may 
therefore  practically  be  regarded  as  personalty. 

It  will  be  seen  that  an  estate  demised  to  A  for  10,000  years,  and  sub- 
ject to  no  rent,  is  personalty ;  while  an  estate  leased  to  A  and  his  heirs 
during  the  life  of  his  grandfather,  and  subject  to  a  rack-rent,  is  realty  for 
all  purposes.  Thus  the  distinction  between  realty  and  personalty  is  not 
identical  with  that  drawn  by  international  law  between  immovables  and 
movables.  The  English  leaseholds  of  a  foreigner  domiciled  abroad  are 
immovable  property,  and  must  be  disposed  of  in  accordance  with  English 
law,  notwithstanding  that  they  are  personal  property  (Pepin  v.  Bruydre, 
[1902],  1  Ch.  24). 
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17.  Charging  of  Legacies  on  Beat  Estate. — Legacies  are  only  payable  out 
of  personal  estate,  unless  the  testator  has  charged  them  on  his  realty.  It 
will  (unless  the  testator  has  directed  the  contrary)  be  the  duty  of  the 
executors  to  sell  any  leasehold  estate  which  the  testator  has  not  specifically 
bequeathed  in  order  to  pay  legacies.  Should  the  testator  only  leave  realty, 
his  residuary  devisee,  or  if  none,  his  heir-at-law,  can  take  it  free  from  the 
legacies  bequeathed  by  the  testator's  will  and  not  charged  on  the  realty.  It 
is  well  settled  that  where  legacies  are  given  in  a  will,  and  the  gift  is 
followed  by  a  devise  of  the  residue  of  the  testator's  real  estate,  or  of  the 
residue  of  the  testator's  real  and  personal  estate,  the  legacy  is  charged  on 
the  real  estate.  There  is  no  magic  in  the  word  residue,  so  a  gift  of  the  real 
and  personal  estate  not  otherwise  disposed  of  has  the  same  effect.  Where 
a  will  contains  a  previous  devise  there  would  seem  to  be  no  necessity  for 
holding  that  a  gift  of  the  residue  of  the  testator's  real  and  personal  estate 
implies  a  charge  of  legacies,  but  the  Courts  have  held  that  in  this  case  the 
previous  devise  makes  no  difference,  and  the  legacies  are  charged  all  the 
same  {Francis  v.  Clemow,  23  L.J.  Ch.  288),  but  it  is  presumed  that  this 
principle  could  not  be  applied  if  the  residue  of  the  realty  were  given 
separately  from  the  residue  of  personalty.  An  implied  charge,  or  an  express 
charge  in  such  general  terms  as  all  my  real  estate,  will  not  of  itself  charge 
with  legacies  real  estate  specifically  devised,  but  if  the  charge  is  of  debts  and 
legacies  real  estate  specifically  devised  is  charged  with  both  debts  and 
legacies. 

18.  Conversion  of  Realty  into  Personalty. — Where  real  estate  is  limited 
upon  trust  for  sale  it  is  considered  in  equity  personal  estate,  and  must  be 
treated  as  such  by  the  personal  representatives.  Where  the  limitation  is 
contained  in  a  deed  the  conversion  takes  place  as  from  the  date  of  the  deed, 
but  when  it  is  contained  in  a  will  it  takes  place  immediately  after  the 
testator's  death.  If  there  is  a  total  failure  of  the  objects  for  which  the  sale 
is  directed  before  the  time  when  the  instrument  comes  into  operation  no 
conversion  takes  place. 

In  the  case  of  a  will,  where  there  is  a  partial  failure,  the  balance  of  the 
money  derived  from  the  sale  of  real  estate  will  be  treated  as  real  estate  for 
the  purpose  of  discovering  who  is  entitled  to  the  estate  of  the  testator  which 
he  has  not  disposed  of  by  will  (Ackroyd  v.  Smithson,  1  Bro.  C.C.  503). 

Where  an  option  of  purchase  has  been  given  over  land  of  the  deceased 
the  land  is  converted  into  personal  estate  as  from  the  time  the  option  is 
exercised.  This  conversion  will  even  operate  to  adeem  a  specific  devise  as 
from  that  time,  if  the  will  is  made  before  the  option  is  given  ( Weeding  v. 
Weeding,  1  J.  and  H.  424). 

Another  case  where  the  deceased's  realty  is  applied  for  the  benefit  of  his 
personal  estate  arises  when  the  testator  has  agreed  to  purchase  and 
settle  realty,  and  dies  having  purchased  realty  but  not  settled  it.  In  this 
event  the  realty  he  has  purchased,  if  it  is  realty  of  the  kind  the  deceased  has 
agreed  to  settle,  will  not  pass  to  his  residuary  devisee  or  heir-at-law,  but  will 
be  applied  towards  the  performance  of  his  covenant,  on  the  assumption  that 
he  purchased  the  realty  for  this  purpose. 

19.  Conversion  of  Personalty  into  Realty. — If  money  is  directed  by  deed 
or  will  to  be  laid  out  in  the  purchase  of  realty  it  is  treated  in  equity  as  real 
estate.  Conversion  in  this  case  also  takes  place  in  the  case  of  a  deed  from 
the  date  of  the  deed,  and  in  the  case  of  will  from  immediately  after  the 
testator's  death.  If  there  is  a  total  failure  of  the  objects  for  which  the  con- 
version is  directed  no  conversion  takes  place.  In  the  case  of  a  will  where 
there  is  a  partial  failure,  the  real  estate  purchased  will  be  treated  as  per- 
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sonalty  for  the  purpose  of  determining  the  persons  entitled  to  what  the 
testator  has  not  disposed  of  by  will. 

20.  Disposition  of  Residue. — The  residue  comprises  lapsed  and  void 
bequests  and  devises,  and  in  the  case  of  personal  estate  a  bequest  of  the 
residue  contingent  in  terms  carries  the  income  until  the  contingency  takes 
place,  and  such  income  must  consequently  be  accumulated ;  but,  as  explained 
in  the  article  "  Wills,"  an  accumulation  for  more  than  21  years  is  not  per- 
mitted, so  that  after  the  lapse  of  this  time  the  income  must  be  paid  to  the 
next-of-kin  according  to  the  statutes  of  distribution.  A  gift  of  residue  of 
realty  contingent  upon  the  happening  of  a  future  event  does  not  carry  inter- 
mediate rents,  which,  therefore,  belong  to  the  heir-at-law.  If  a  share  of 
residue  lapses,  or  the  bequest  or  devise  is  void,  it  is  dealt  with  as  not  being 
disposed  of  by  will,  and  where  a  devise  or  bequest  of  part  of  the  residue  has 
lapsed  or  is  void  it  will  not  be  included  in  a  gift  of  the  residue  of  the  residue. 

Where  the  residue  of  personalty  is  settled  and  no  directions  are  given 
as  to  the  mode  of  enjoyment,  all  property  which  is  of  a  wasting  nature,  such 
as  leaseholds,  must  be  converted,  as  also  must  all  unauthorised  investments. 
The  tenant  for  life,  on  the  other  hand,  is  entitled  to  have  property  of  a 
reversionary  character  sold.  Where  the  testator  gives  the  income  in  specie, 
or  where  property  is  specifically  disposed  of,  the  rule  does  not  apply,  and 
even  a  mere  direction  to  retain  unauthorised  securities  is  sufficient  to  exclude 
its  application. 

With  regard  to  all  investments  the  income  must  be  apportioned  up  to 
the  time  of  the  testator's  death,  and  all  that  accrued  prior  thereto  should  be 
treated  as  capital.  The  income  which  accrues  after  that  time  on  authorised 
investments  belongs  to  the  tenant  for  life. 

Money  invested  in  reversionary  securities  is  dealt  with  as  follows : — So 
much  money  as  represents  the  value  of  the  security  at  the  time  of  the 
testator's  death  is  treated  as  capital ;  and  the  tenant  for  life  is  consequently 
entitled  to  the  income  which  would  have  been  produced  by  an  authorised 
investment  of  this  sum.  The  calculation  is  easy,  provided  we  know 
the  rate  of  interest  which  the  authorised  investments  will  yield.  It  has 
been  the  usual  practice  of  the  Chancery  Courts  to  take  this  interest  as  £4 
per  cent  per  annum,  payable  yearly,  but  a  lower  rate  has  once  or  twice  been 
directed.  Suppose  a  reversionary  interest  is  not  sold,  and  eventually  falls 
in  ten  years  after  the  testator's  death,  and  is  then  worth  £835  :  3  :  2.  We 
must  inquire  what  sum  would  have  amounted  to  £835  : 3  : 2  if  it  had  been 
invested  at  the  testator's  death,  and  had  accumulated  at  compound  interest 
at  the  rate  of  £4  per  cent  per  annum  with  yearly  rests.  This  amount, 
namely,  £564:4:1,  must  then  be  treated  as  capital.  The  balance, 
£270  :  19  : 1,  consists  of  income  and  accumulations  of  income,  and  must  be 
paid  to  the  tenant  for  life. 

A  personal  representative  may,  unless  expressly  forbidden  by  the  will, 
invest  in  any  of  the  securities  authorised  by  Part  I.  of  the  Trustee  Act 
1893,  as  well  such  securities  as  the  testator  authorises  in  his  will. 

An  executor  who  carries  on  the  trade  or  business  of  the  testator  in 
accordance  with  the  provisions  of  the  will  is  entitled  to  be  indemnified  out 
of  so  much  of  the  testator's  assets  as  he  has  by  his  will  authorised  to  be 
employed  for  the  purposes  of  the  trade  or  business.  If  the  will  contains 
no  authority  to  so  employ  the  testator's  assets  other  than  the  mere  direc- 
tion to  carry  on  his  trade,  only  the  property  which  was  employed  in  the 
trade  at  the  death  of  the  testator  can  be  used  for  this  purpose  or  to  in- 
demnify the  executors.  Executors,  like  others  who  carry  on  business,  are 
personally  liable   to  creditors,  no  matter   how  imperative   the   testator's 
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directions  may  be,  and  notwithstanding  that  they  may  have  acted  in  good 
faith  and  gratuitously. 

21.  Marshalling  Assets. — This  subject,  though  usually  considered  a 
difficult  one,  may  be  easily  mastered  by  any  one  accustomed  to  accounts. 
The  principle  underlying  the  cases  where  marshalling  is  allowed  is  as 
follows : — 

A  is  entitled  to  be  paid  money  out  of  fund  X  or  fund  Y,  at  his  option, 
B  is  only  entitled,  subject  to  A's  rights,  to  be  paid  out  of  fund  X.  If  fund 
X  were  insufficient  for  the  payment  of  both  A  and  B,  it  would  seem  that 
the  amount  that  B  would  get  would  depend  upon  which  fund  A  resorted 
to.  In  a  case  like  this  equity  will  marshal  the  assets  in  favour  of  B  by 
paying  A  out  of  the  fund  Y  so  far  as  this  fund  extends,  and  thus  leaving  as 
much  as  possible  of  the  fund  X  free  for  B.  An  example  will  make  this 
plainer.  A  testator  by  will  gives  B  a  legacy  of  £1000,  and  devises  his  real 
estate  charged  with  his  debts  to  C.  If,  on  the  testator's  death,  his  gross 
personal  estate  is  worth  £700,  and  his  debts  due  to  A  amount  to  £300,  it 
will  be  the  duty  of  the  executors  to  marshal  the  assets  in  favour  of  B.  As 
the  testator  has  only  left  £700  personalty,  and  has  not  charged  his  real 
estate  with  legacies,  B  cannot  have  his  whole  legacy,  but  he  is  entitled  to 
have  the  debts  paid  out  of  the  realty  so  as  to  leave  as  much  personalty  as 
possible  free  from  debts.  Of  course  in  practice  the  executors  would  pay 
the  creditor  out  of  the  personalty,  and  would  probably  raise  the  £300  by  a 
charge  on  the  real  estate,  or  assent  to  the  devise  subject  to  a  charge  of  £300 
in  favour  of  B. 

Again,  if  there  are  two  legacies,  one  in  favour  of  A  charged  on  realty, 
and  one  in  favour  of  B  not  so  charged,  A's  legacy  must  be  thrown  wholly 
upon  the  real  estate  unless  there  is  sufficient  personalty  left  to  more  than 
pay  B's  legacy. 

It  will,  of  course,  be  understood  that  the  rules  of  marshalling  do  not  in 
any  way  affect  the  rights  of  creditors  to  obtain  payment  out  of  any  of  the 
funds  out  of  which  they  are  able.  These  rules  provide  for  the  event  of  a 
creditor  resorting  to  a  fund,  which  is  the  only  one  available  for  a  legatee,  by 
allowing  the  legatee  to  stand  in  the  shoes  of  the  creditor  to  the  extent  to 
which  the  creditor  has  disappointed  him  by  resorting  to  the  only  fund  out 
of  which  the  legatee  could  obtain  payment. 

It  will  be  understood  that  when  the  debts  are  paid  the  surplus  can  be 
disposed  of  in  any  way  the  testator  pleases.  He  can  consequently,  by  so 
providing  in  his  will,  make  the  different  persons  entitled  under  it  as 
between  themselves  bear  the  burden  of  his  debts  in  any  order  he  thinks 
proper.  He  could,  for  instance,  provide  that  a  legacy  to  his  wife  should  be 
paid  in  full,  notwithstanding  that  the  other  legacies  given  by  him  may  have 
to  abate.  It  is,  however,  very  unusual  for  a  testator  to  make  full  provisions 
as  to  the  order  in  which  his  legatees  and  devisees  are  to  contribute  towards 
his  debts,  and  it  has  consequently  been  left  to  the  Court  to  establish  an 
order  of  liability,  which  applies  except  so  far  as  it  is  expressly  or  impliedly 
altered  by  the  testator. 

The  order  of  liability  to  the  testator's  debts  is  as  follows : — 

(1)  Personal  estate  not  disposed  of  by  will,  or  disposed  of  by  way  of 
residue  only,  including  personal  estate  over  which  the  deceased  had  a  general 
power  of  appointment,  which  he  has  exercised  by  a  bequest  in  general  terms 
( Williams  v.  Williams  [1900],  1  Ch.  152).  If  the  personal  estate  is  expressly 
or  impliedly  given  as  a  specific  legacy,  it  will  rank  as  such,  and  not  in  the 
first  order  of  liability ;  but  it  is  well  settled  that  the  charging  of  real  estate 
ever  so  anxiously  with  the  payment  of  debts  does  not  in  itself  exempt  the 
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personal  estate,  but  that  the  intention  must  appear  to  discharge  the  personal 
estate  as  well  as  to  charge  the  real  estate. 

If  the  testator  creates  from  real  and  personal  estate  a  mixed  fund,  and 
directs  the  whole  of  the  fund  to  be  applied  for  the  payment  of  debts  or 
legacies,  or  both,  the  real  and  personal  estate  are  liable  to  these  charges 
pro  rata  according  to  their  values,  but  to  make  the  real  estate  thus  liable 
it  must,  as  a  general  rule,  be  directed  to  be  sold.  Debts  will  be  thus  payable 
out  of  such  a  mixed  fund,  although  not  expressly  charged,  but  legacies  will 
not  be  charged  on  the  real  estate  merely  because  a  mixed  fund  is  created, 
unless  the  will  contained  a  direction  that  the  real  estate  is  to  be  disposed 
of  in  the  same  manner  as,  or  is  to  form  part  of,  the  residue  of  personal  estate. 

(2)  Eeal  estate  directed  to  be  applied  in  payment  of  debts. 

(3)  Eeal  estate  undisposed  of  by  will,  including,  it  would  seem,  lapsed 
devises.  Where,  however,  an  undivided  share  of  real  estate  lapses,  the  heir 
is  entitled  to  stand  in  the  same  position  as  the  devisees  of  the  remaining 
undivided  shares.  If  real  estate  is  devised  to  the  heir,  the  heir  takes  as 
devisee,  and  is  entitled  to  be  treated  as  such. 

(4)  Eeal  estate  devised  specifically  or  by  way  of  residue,  and  charged 
with  the  payment  of  debts. 

A  general  direction  that  debts  shall  be  paid  charges  real  estate  with 
their  payment.  Even  the  words,  "  After  payment  of  my  debts,  I  give  .  .  .," 
are  sufficient,  and  when  real  estate  is  charged  with  debts  the  charge  applies  to 
real  estate  specifically  devised,  as  well  as  real  estate  devised  by  way  of  residue. 

(5)  General  legacies. 

(6)  Specific  legacies  (including  bequests  of  leaseholds)  and  real  estate 
devised  specifically,  or  by  way  of  residue,  and  not  charged  with  the  payment 
of  debts.  Legacies  charged  on  land,  and  demonstrative  legacies  generally,  are 
in  effect  in  a  better  position  than  specific  bequests  or  devises,  as  they  do  not 
contribute  until  the  fund  out  of  which  they  are  payable  is  so  reduced  in  value 
that  the  full  amount  of  the  legacy  cannot  be  realised  out  of  what  remains. 

Where  real  estate  is  charged  with  legacies,  the  real  estate  so  charged 
(that  is,  in  ordinary  cases,  the  residuary  real  estate)  must  contribute  rate- 
ably  with  the  real  estate  not  charged,  exactly  in  the  same  manner  as  if 
there  were  no  charge  of  legacies.  The  legacies  are  then  payable  out  of  the 
real  estate  charged  with  them,  and  the  legatees  are  entitled  to  be  paid  in 
full  if  there  is  enough  of  the  charged  real  estate  left  for  their  payment. 
Consequently,  in  general,  the  residuary  devisees  will  be  deprived  of  the 
whole  of  their  interest,  and  the  specific  devisees  and  legatees  will  lose  a 
portion  of  their  interest,  before  the  general  legacies  charged  on  land  abate 
at  all.  Of  course,  when  the  real  estate  out  of  which  the  legacies  are  pay- 
able is  so  reduced  by  abatement  that  the  legacies  can  no  longer  be  raised  out 
of  it,  they  must  of  necessity  abate,  but  the  legatees  will  be  entitled  in  such  a 
case  to  have  the  whole  of  the  remaining  real  estate  which  has  been  charged 
with  legacies  divided  rateably  among  them  {re  Bawden  [1894],  1  Ch.  693). 

(7)  Personal  estate  over  which  the  deceased  had  a  power  of  appointment 
by  will,  which  he  has  specifically  exercised,  and  real  estate  over  which  the 
deceased  had  a  power  of  appointment  by  will,  which  he  has  exercised  either 
specifically  or  in  general  terms. 

As  between  beneficiaries  entitled  to  benefits  which  do  not  rank  in  the 
same  order  of  liability  to  the  testator's  debts,  the  beneficiary  entitled  to  the 
benefit  which  ranks  in  the  posterior  order  has  the  right  to  have  the  benefit 
which  ranks  in  a  prior  order  exhaustively  applied  in  payment  of  debts 
before  his  benefit  is  resorted  to  at  all.  As  between  beneficiaries  entitled 
to  benefits  which  rank  in  the  same  order  of  liability,  the  amount  of  the 


EXECUTOES  AND  ADMINISTRATORS  445 

debts  borne  by  each  is  in  proportion  to  the  benefit  given  to  him.  Thus,  if 
A  is  given  the  testator's  watch  worth  £20,  B  is  given  his  house  worth 
£2000,  and  C  is  given  the  residuary  real  estate  worth  £500,  all  the  benefits 
are  in  the  sixth  order  of  liability  to  debts.  Then,  supposing  the  debts 
which  remain  after  exhausting  the  assets  in  the  first  to  the  fifth  order  of 
liability  to  be  £1890,  they  would  be  borne  as  follows:— A,  £15 ;  B,  £1500 ; 
( '.  £375.  Each  beneficiary  contributes  to  the  extent  of  }f  gjj,  or  three- 
fourths  of  his  legacy,  to  the  payment  of  the  testator's  debts. 

In  marshalling  assets  two  principles  already  mentioned  must  not  be 
forgotten. 

(a)  Legacies  are  not  payable  out  of  real  estate  unless  expressly  or 
impliedly  charged  on  it. 

(b)  Where  some  legacies  are  charged  on  real  estate  and  others  are  not 
so  charged,  the  legacies  so  charged  must  be  thrown  on  the  real  estate  to 
such  an  extent  as  is  necessary  to  enable  the  remaining  legacies  to  be  paid 
out  of  personalty.  But  general  legacies  not  charged  must  abate  if  there  is 
not  sufficient  personalty  available  for  payment  of  them,  notwithstanding 
that  in  such  a  case  the  legacies  charged  on  the  realty  may  be  paid  in  full. 

The  following  example  will  show  in  a  simple  case  the  mode  of  distri- 
buting an  estate  among  the  persons  beneficially  entitled  : — 

A  testator  gave  £500  to  his  son  Arthur,  the  residue  of  his  personalty  to 
his  son  Robert,  his  freehold  house  Whiteacre  to  his  son  Thomas,  and  the 
residue  of  his  realty  to  his  son  William. 

His  estate  consisted  of  the  following  items 

Personalty  (gross  value) 
Less  unsecured  debts 

Whiteacre  (valued  at) 

Less  mortgage  on  Whiteacre 

Residue  of  realty  (valued  at) 


In  this  case  there  is  not  enough  personalty  to  pay  Arthur's  legacy,  so 
Robert  will  take  nothing,  the  mode  of  distribution  among  the  others  will 
vary  according  to  whether  or  not  the  testator  has  charged  his  realty  with 
the  payment  of  debts  or  legacies.     There  will  thus  be  four  cases : — 

I.    Where  Real  Estate  is  charged  neither  with  Debts  nor  Legacies 

Arthur  takes  (in  part  payment  of  legacy)  net  personalty  .     £250 
Thomas  takes  Whiteacre  (subject  to  mortgage)        .  .        600 

William  takes  residue  of  realty  ....        500 


.  £400 
150 



£250 

.  £1500 

900 

600 
500 

£1350 

£1350 


II.    Where  Real  Estate  is  charged  with  Debts,  but  not  with  Legacies 

Arthur  takes  (in  part  payment  of  legacy) 

gross  personalty       .....    £400     0     0 
Thomas   takes  Whiteacre  (subject  to 

mortgage) 
Less  rateable  proportion  of  debts 


William  takes  residue  of  realty 
Less  rateable  proportion  of  debts 


£600  0 
81  16 

0 
4 

£500  0 
68  3 

0 

8 

.18     3     8 


431   16     4 


£1350     0     0 
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In  this  case  Arthur  has  the  right  to  have  the  debts  thrown  on  the  realty, 
because,  in  consequence  of  the  charge  of  debts,  the  realty  has  been  reduced 
from  the  sixth  to  the  fourth  order  of  liability. 

III.    Where  Real  Estate  is  charged  with  Legacies,  but  not  with  Debts 

Arthur  takes  (in  part  payment  of  legacy) — 

Net  personalty     .....     £250 
Charge  on  residue  of  reality  for  balance  of 

legacy  .....        250 

£500 

Thomas  takes  Whiteacre  (subject  to  mortgage)     .  600 

William  takes  residue  of  realty         .  .  .     £500 

Less  charge  in  favour  of  Arthur  .  .        250 

250 


£1350 


It  will  be  noticed  the  whole  charge  for  the  legacies  is  thrown  on  the 
realty  devised  by  way  of  residue.  Of  course,  if  the  testator  had  expressly 
directed  that  all  his  realty,  including  Whiteacre,  was  to  be  charged  with 
the  legacy,  the  legacy  would  have  to  be  apportioned  rateably  between 
Whiteacre  and  the  residue. 

IV.   Where  Real  Estate  is  charged  with  both  Debts  and  Legacies 
Arthur  takes  (in  part  payment  of  legacy) — 


Gross  personalty    ....  £400     0     0 

Charge  on  realty  for  balance  of  legacy  .  100    0    0 


Thomas  takes  Whiteacre  (subject  to  mort- 
gage)   ......  £600     0     0 

Less  rateable  portion  of  debts     .  .  £81  16     4 

And  less  rateable  portion  of  balance  of 
legacy      .  .  .  .  .     54  10  11 


£500    0    0 


136     7     3 


William  takes  residue  of  realty  .  .  £500    0    0 

Less  rateable  portion  of  debts     .  .  £68     3     8 

And  less  rateable  portion  of  balance  of 

legacy       .  .  .  .  .     45     9     1 


463  12     9 


113  12     9 

386     7     3 


£1350    0    0 


Here,  as  in  Case  II.,  Arthur  has  the  right  to  have  the  debts  thrown  on 
the  realty,  but  as  his  legacy  is  itself  charged  on  realty,  this  is  of  no 
practical  advantage  to  him.  As  debts  are  charged  as  well  as  legacies,  the 
real  estate  specifically  devised  is  made  to  contribute  to  both  charges  in  the 
same  way  as  if  the  legacy  had  been  a  debt. 

22.  Distribution  of  Estate  not  disposed  of  by  Will. — The  distribution 
upon  intestacy  of  immovable  property,  whether  real  or  personal,  is  governed 
by  English  law  if  the  property  is  situate  in  England,  whatever  be  the 
domicil  or  nationality  of  the  deceased,  but  movable  property  is  distributed 
in  accordance  with  the  law  of  the  deceased's  domicil.  Thus,  if  an  English- 
man temporarily  residing  in  England  dies  in  England,  his  movable  property, 
for  instance  the  furniture  of  his  temporary  residence,  will  still  be  disposed 
of  according  to  the  law  of  the  place  where  his  home  is  situated,  and  con- 
versely, if  a  foreigner  be  domiciled  in  England,  the  English  courts  will 
administer  all  movable  property  under  their  control  according  to  English  law. 
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The  following  statement  must  be  understood  as  referring,  so  far  as  regards 
immovables,  to  property  situated  in  England  only,  and  so  far  as  regards 
movables,  to  those  belonging  to  a  person  domiciled  in  England  only. 

I.  Husband's  Interest  in  Estate  of  deceased  Wife 

(1)  In  freehold  lands  and  other  realty,  to  which  the  wife  was  beneficially 
entitled  in  possession  or  subject  only  to  a  term  of  years,  the  husband  becomes 
entitled  to  an  estate  for  life,  technically  called  an  estate  by  the  curtesy,  if  he  has 
had  a  child  by  the  wife  born  alive ;  otherwise  he  takes  nothing.  When  land  is 
subject  to  the  custom  of  gavelkind,  common  in  Kent,  the  birth  of  a  child  is  not 
necessary,  but  the  husband's  estate  extends  only  to  half  of  his  wife's  interest,  and 
ceases  if  he  marries  again. 

(2)  In  freehold  lands  and  other  realty,  to  which  the  wife  was  not  beneficially 
entitled  in  possession,  the  husband  takes  no  interest. 

(3)  In  copyhold  lands  the  curtesy,  if  any,  of  the  husband  depends  on  the 
custom  of  the  manor. 

(4)  The  husband  is  absolutely  entitled  to  all  the  wife's  personalty. 

II.    Wife's  Interest  in  Estate  of  deceased  Husband 

If  the  deceased  has  died  intestate,  or  the  provisions  of  his  will  totally 
fail  {re  Ford  [1902],  2  Ch.  605),  and  there  are  no  issue  left  surviving  him, 
the  wife  is  entitled  to  all  his  estate  if  its  value  does  not  exceed  £500,  and 
to  a  first  charge  of  £500,  with  interest  from  the  date  of  the  death  at  £4 
per  cent  per  annum,  if  its  value  exceeds  that  sum.  The  charge  is  borne 
rateably  by  the  real  and  personal  estate  of  the  deceased,  and  is  without 
prejudice  to  her  interest  and  share  in  the  residue  (Intestates'  Estates 
Act  1890). 

Subject  to  this  charge  (when  it  applies) — 

(1)  In  the  freehold  lands  and  other  realty  to  which  the  husband  was  beneficially 
entitled  in  possession  or  subject  only  to  a  term  of  years,  the  wife  becomes  entitled 
to  one-third  for  life,  technically  called  her  dower;  when  land  is  subject  to  the 
custom  of  gavelkind,  the  wife's  estate  extends  to  half  her  husband's  interest,  but 
lasts  only  during  chastity  or  widowhood. 

A  declaration  made  by  a  husband  by  deed  or  will  to  the  effect  that  the  wife 
shall  not  be  entitled  to  dower,  bars  her  of  all  claim  to  dower,  and  she  is  likewise 
not  entitled  to  dower  out  of  any  of  the  husband's  lands  if  he  has  by  his  will  given 
her  any  interest  in  land  out  of  which  she  would  otherwise  have  been  able  to  claim 
dower. 

(2)  In  freehold  lands  and  other  realty  to  which  the  husband  was  not  entitled  in 
possession  the  wife  takes  no  interest. 

(3)  In  copyhold  lands  the  wife's  interest,  called  her  freebench,  depends  on  the 
custom  of  the  manor. 

(4)  Of  the  husband's  personalty  the  wife  takes  one-third  if  any  issue  of  her 
husband  survives  him,  otherwise  one-half. 

III.  A.  Subject  to  the  Interests  of  the  Husband  or  Wife 
Realty  descends — 

(1)  To  the  heir-at-law  of  the  last  "purchaser,"  a  "purchaser"  being  a  person 
who  has  acquired  the  land  otherwise  than  by  descent,  escheat,  partition,  or 
inclosure.  A  man  is  none  the  less  a  "  purchaser "  because  the  land  is  presented 
to  him  or  left  to  him  by  will,  and  he  can  even  make  himself  a  purchaser  of  land 
which  he  has  inherited  by  conveying  it  to  another  to  the  use  of  himself  and  his 
heirs.  Practically,  a  "  purchaser"  is  a  person  who  has  acquired  the  land  otherwise 
than  by  inheritance. 

The  heir-at-law  is  determined  as  follows  : — A  man's  eldest  son  is  first  entitled  ; 
if  he  be  dead,  his  issue  are  entitled  in  priority  to  the  second  son  ;  after  the  issue 
of  the  eldest  son  are  exhausted  the  second  son  is  entitled,  then  follows  the  issue 
of  the  second  son,  then  the  third  son  and  his  issue,  and  so  on  until  the  sons  are 
exhausted.     If  there  are  no  sons  the  daughters  are  all  entitled  equally,  and  if  any 
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daughter  is  dead  leaving  issue,  the  issue  take  their  ancestor's  share.  The  priority 
amongst  the  issue  of  any  child  is  determined  in  exactly  the  same  way  ;  thus,  after 
the  eldest  son,  the  eldest  son  of  the  eldest  son  is  entitled,  then  the  eldest  son  of 
the  eldest  son  of  the  eldest  son.  Similarly,  it  is  the  eldest  son  of  a  deceased 
daughter  who  takes  her  share,  or  if  she  leaves  no  son,  and  no  issue  of  any  son, 
her  daughters  and  the  issue  of  her  deceased  daughters  take  her  share  between 
them. 

After  the  issue  are  exhausted,  the  father  of  the  person  from  whom  descent  is 
traced  becomes  entitled,  and  if  he  be  dead,  his  issue  ;  such  issue  take  between 
them  in  exactly  the  same  order  as  if  descent  were  being  traced  from  the  father, 
except  that  the  issue  which  are  related  by  the  whole  blood  to  the  person  from 
whom  descent  is  traced  are  first  exhausted  before  issue  related  by  the  half  blood 
are  resorted  to.  When  all  the  issue  of  the  father  have  been  thus  exhausted,  his 
father  is  next  entitled,  then  his  issue,  the  whole  blood  being  again  preferred  to 
the  half  blood.  This  process  can  be  continued  indefinitely,  and  theoretically  only 
comes  to  a  stop  when  we  reach  an  ancestor  who  is  illegitimate. 

When  all  the  male  ancestors  in  the  direct  male  line  and  all  their  issue  are 
exhausted,  the  mother  of  the  most  remote  (!)  male  ancestor  in  the  direct  male  line 
becomes  entitled  ;  her  issue,  if  any,  are  then  exhausted.  It  will  be  noticed  that 
such  issue  can  only  be  half  blood  relations  of  the  person  from  whom  descent  is 
traced,  for  all  his  whole  blood  relations  which  are  descended  from  her  have  been 
previously  exhausted,  being  descendants  of  a  male  ancestor  in  the  direct  male 
line.  After  the  mother  of  the  most  remote  ancestor  and  her  issue  comes  her 
father  and  his  issue,  tracing  upwards  in  exactly  the  same  way  as  is  done  from  the 
person  from  whom  descent  is  originally  traced.  When  all  her  blood  relations  fail, 
the  mother  of  the  next  most  remote  male  ancestor  and  her  blood  relations  succeed, 
and  this  process  is  continued  down  till  finally  we  reach  the  mother  of  the  person 
from  whom  the  descent  is  traced,  and  his  half  brothers  and  sisters  on  his  mother's 
side.     When  all  his  blood  relations  are  thus  exhausted  he  has  left  no  heir-at-law. 

In  the  case  of  lands  subject  to  the  custom  of  gavelkind  the  sons  as  between 
themselves  are  equally  entitled. 

In  the  case  of  lands  subject  to  the  custom  of  Borough  English  the  land 
descends  to  the  youngest  instead  of  the  eldest  son. 

In  the  case  of  copyhold  property  the  customary  heir  is  determined  according 
to  the  custom  of  the  manor. 

If  the  last  "  purchaser  "  leave  no  heir  the  land  descends — 

(2)  To  the  heir-at-law  of  the  deceased. 

The  object  of  this  provision  is  to  meet  such  a  case  as  this  : — 

John  Smith,  being  illegitimate,  died  intestate,  leaving  his  wife  Mary  surviving 
him  and  an  only  child  Robert,  who  succeeds  to  his  real  estate  as  his  heir-at-law. 
On  Robert's  death  without  issue  and  intestate,  descent  must  be  traced  from  the 
"  purchaser "  John,  but  John  has  no  heirs  ;  descent  can  consequently  be  traced 
from  Robert,  and  Mary  succeeds  as  his  heir-at-law. 

[Estates  tail  descend  only  to  the  issue  of  the  donee  in  tail,  and  descent  is 
always  traced  from  the  person  to  whom  the  estate  tail  was  originally  given. 
Estates  in  tail  male  are  confined  to  male  issue  tracing  their  descent  entirely 
through  males,  and  estates  in  tail  female  to  female  issue  tracing  their  descent 
entirely  through  females.] 

If  there  is  no  heir  of  the  deceased  the  lands  escheat — 

(3)  To  the  feudal  lord  of  whom  they  are  held.  In  the  case  of  copyholds  this 
will  be  the  lord  of  the  manor.  In  the  case  of  freeholds,  the  person  entitled  is  the 
owner  of  the  seignory  ;  in  general  he  will  not  be  forthcoming,  in  which  event  the 
Crown  is  entitled. 

III.  B.  Subject  to  the  Interests  of  Husband  or  Wife 

The  personalty  of  the  deceased  devolves  upon  the  next-of-kin  according 
to  the  statutes  of  distribution.  The  wife's  interest  has  already  been 
dealt  with.     Others  are  entitled  in  the  following  order : — 

(1)  Issue  of  the  Deceased. — Sons  and  daughters  are  all  equally  entitled.  Children 
who  have  been  advanced  by  the  parent  in  his  lifetime  are  not  entitled  to  share  in 
the  residue,  unless  they  bring  into  account  the  amount  thus  advanced  to  them, 
and  treat  it  as  part  of  the  parent's  estate.  These  "  hotchpot "  provisions  apply 
only  to  the  case  of  an  intestacy,  or  where  the  will  entirely  fails,  for  instance,  if 
the  sole  executor  and  legatee  dies  in  the  testator's  lifetime  {re  Ford  [1902],  2  Ch. 
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co,')).  Issue  of  deceased  children  take4  their  ancestor's  share,  the  distribution  being 
/••  /■  stirpes  throughout — that  is  to  sjxy,  children  always  take  the  share  their  parent 
would  nave  taken  had  such  parent  survived  (re  Natty  37  Ch.  D.  517). 

(2)  Father  of  a\  '■<  ased. 

(3)  Mother,  broth  rst  and  sister*  of  deceased  equally^  the  mother  taking  a  single 
share  as  though  she  were  a  sister.  The  half  blood  are  entitled  equally  with  the 
whole  blood.  Children  of  deceased  brothers  and  sisters  are  allowed  to  take  their 
parents1  share  between  them,  but  grandchildren  of  deceased  brothers  or  sisters 
take  nothing  notwithstanding  that  their  parents  may  be  dead.  If  neither  mother, 
brother,  nor  sister  survive  {Stanley  v.  Stanley^  L  Atk.  455),  the  nephews  and  nieces 
Lose  their  privilege  of  claiming  in  right  of  their  parents,  and  can  only  claim  in 
their  own  right.     See  class  5  below. 

(4)  Grandparents  equally. 

(5)  Great-grandparents,  uncles,  aunts,  nephews,  and  nieces  equally,  no  preference 
being  given  to  the  relatives  of  the  whole  blood. 

(G)  Other  relat ions  according  to  degree  of  relationship.  No  preference  is  given  to 
the  whole  blood,  and  relations  of  the  same  degree  share  equally.  The  degree  of 
relationship  is  determined  as  follows  :  Count  upwards  from  the  deceased  to  the 
common  ancestor,  and  then  down  again  to  the  relation.  Thus  we  have  parent  (i.), 
grandparent  (ii.),  uncle  (iii.),  first  cousin  (iv.)  A  first  cousin  is  consequently  a  rela- 
tion of  the  fourth  degree.  Other  relations  of  the  fourth  degree  are  great-uncles, 
great-aunts,  great-nephews,  great-nieces,  and  great-great-grandparents.  Relatives 
of  the  fourth  degree  exclude  those  of  the  fifth,  the  fifth  exclude  the  sixth  degree, 
and  so  on. 

Lastly,  if  the  deceased  leave  no  blood  relations  the  Crown  is  entitled. 

It  is  perhaps  worth  while  to  notice  that  the  interest  of  husband  or 
wife  in  the  real  or  personal  estate  of  the  deceased  is  in  no  way  enlarged, 
though  the  deceased  leave  no  blood  relation  at  all. 

23.  Application  to  the  Court. — It  is  well  to  remind  any  one  who  may 
have  taken  upon  himself  the  office  of  executor  or  administrator  that  he  is 
presumed  to  know  the  law,  and  the  fact  that  he  has  acted  upon  the  advice 
of  a  competent  solicitor  or  well-known  learned  counsel  is  no  excuse  if  he 
lias  not  acted  rightly. 

When  a  doubtful  question  arises  the  only  way  to  protect  himself  is  to 
apply  to  the  Court.  The  application  can  now  almost  invariably  be  made 
by  originating  summons,  a  comparatively  inexpensive  proceeding.  He  will 
in  all  cases  where  he  has  acted  reasonably  be  allowed  his  full  costs  out  of 
the  estate. 

24.  Release. — A  personal  representative  has  no  right  to  a  release  from  a 
pecuniary  legatee.  It  is,  however,  usual  to  obtain  one  when  the  residue  of 
personalty  is  handed  over,  and  in  this  case  there  is  authority  to  show  that 
he  may  be  entitled  to  retain  the  residue  until  a  release  is  given. 

25.  Trust  and  Mortgage  Estates  of  Deceased. — The  estates  held  by  the 
deceased  as  sole  or  as  sole  surviving  trustee  or  as  mortgagee  vest  in  the 
personal  representative  like  leaseholds  (Conveyancing  Act  1881,  sec.  30), 
but  this  does  not  apply  to  copyholds  where  the  deceased  was  tenant  on  the 
Court  Rolls  of  a  manor.  In  this  case  the  copyholds  will  pass  to  his 
devisee  or  customary  heir. 

Xo  estate  duty  is  payable  in  respect  of  trust  estates  except  where  the 
trust  was  created  by  the  deceased  within  a  year  of  his  death,  or,  if  created 
by  him  before  that  time,  where  possession  and  enjoyment  were  not  hona 
fide  assumed  immediately  after  the  creation  of  the  trust  and  retained  ever 
after  to  the  entire  exclusion  of  the  deceased. 

On  the  death  of  the  mortgagee  estate  duty  is  only  paid  on  the  amount 
due  on  the  mortgage. 

The  office  of  trustee  will  not  usually  devolve  upon  the  personal  repre- 
sentative, as  such  an  office  is  generally  intended  to  be  personal.  In  such 
a  case  a  new  trustee  of  the  original  instrument  should  be  appointed  by  the 
vol.  ii  29 
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persons  nominated  in  it  for  that  purpose,  or,  if  there  is  no  such  person 
able  and  willing  to  act,  by  the  legal  personal  representative  himself. 

26.  Executor  de  son  tort. — A  person  who  intermeddles  with  the  testator's 
estate  is  called  an  executor  de  son  tort.  He  is  able  to  a  limited  extent  to 
deal  with  the  deceased's  property,  but  in  most  respects  is  subject  to  all  the 
liabilities  of  an  ordinary  personal  representative,  without  having  any  of  his 
rights  or  privileges.  Thorold  Gosset. 

Executorship  Accounts. 

An  executor,  being  a  person  charged  with  the  administration  of  a 
testator's  estate,  is  liable  to  render  strict  and  accurate  accounts  to  the 
person  for  whose  benefit  he  has  to  administer  the  trust.  It  therefore  is  of 
great  importance  that  he  should  be  able  to  show  with  accuracy  and  great 
clearness  not  only  an  account  of  the  whole  of  the  property  of  which  the 
deceased  died  possessed,  but  also  of  his  dealings  with  the  estate  which  he 
has  been  called  upon  to  administer.  It  may,  therefore,  be  as  well  to 
remember  that  an  executor  will  generally  be  chargeable  not  only  with  all 
the  property  of  the  deceased  which  he  has  received,  but  also  with  such  of 
the  deceased's  estate  as  should  have  come  into  his  hands.  In  other  words, 
if  an  executor  fail  to  collect,  get  in,  and  (if  directed  by  the  will)  convert 
all  the  deceased's  estate,  whatever  it  may  be,  which  he  ought  to  receive,  he 
will  be  chargeable  and  liable  to  the  persons  who  are  beneficially  entitled 
under  the  will.  It  will  be  seen,  therefore,  that  the  liability  of  an  executor 
as  an  accounting  party  is  considerable,  and  requiring  the  exercise  of  the 
greatest  care  in  the  preparation  of  his  accounts,  and  that  such  accounts 
should  be  governed  by  the  principles  of  the  law  relating  to  the  administra- 
tion of  the  estates  of  deceased  persons. 

It  is,  therefore,  obvious  that  the  true  foundation  for  the  accounts  is  "the 
inventory  of  the  property  of  the  deceased  which  the  executor  has  to  deliver 
to  the  authorities,  and  without  which  he  cannot  obtain  probate,  giving  him 
authority  to  administer  the  estate ;  for  although  the  estate  vests  in  the 
executor  from  the  moment  of  the  death  of  the  testator,  yet  his  title  will  not 
be  recognised  until  he  has  taken  out  probate  and  paid  the  death  duties 
prescribed  by  law. 

It  is  sufficient  for  the  purposes  of  this  article  to  remember  that  in  order 
to  obtain  probate  the  executor  has  to  lodge  with  the  proper  authorities  the 
original  will  of  the  deceased,  to  swear  to  administer  the  estate  properly,  and 
to  deliver  in  the  prescribed  form  an  affidavit  of  probate  with  schedules  of 
the  deceased's  property,  debts,  and  funeral  expenses,  and  to  pay  the  death 
duties — namely,  estate  duty  in  respect  of  real  and  personal  estate  and  settle- 
ment estate  duty  where  property  passes  at  death  to  some  person  not 
competent  to  dispose  thereof.  Further  duties  are  also  payable  in  respect 
of  legacies  and  gifts  of  real  property,  which  duties  are  known  by  the  names 
of  legacy  and  succession  duty  respectively. 

Attached  to  the  affidavit  of  probate  are  schedules  in  which  the  executor 
must  set  out  under  convenient  headings  the  personal  property  and  realty 
of  which  the  testator  died  possessed,  and  probate  having  been  obtained  the 
executor  should  pass  to  the  credit  of  an  account  called  corpus  or  capital 
full  particulars  of  such  property  as  appears  in  the  affidavit,  and  of  the 
valuation  thereof  at  the  date  of  death,  treating  as  part  of  corpus  the 
amounts  which  are  apportionable  between  capital  and  income  in  accordance 
with  the  Apportionment  Act  of  1870,  which  provides  that  all  rents, 
annuities,  dividends,  and  other  periodical  payments  in  the  nature  of  income, 
shall,  like  interest  on  money  lent,  be  considered  as  accruing  from  day  to 
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day.  On  the  debit  side  should  be  placed  the  debts  due  at  the  date  of 
decease  and  the  amount  of  the  funeral  expenses,  and  the  balance  being 
Bt'ruck  and  brought  down  will  represent  the  value  of  the  estate  which 
the  executor  has  to  administer,  so  far  as  it  can  be  ascertained  at  the  date 
at  which  probate  is  -ranted.  It  may  be  that  other  property  will  be  dis- 
covered afterwards,  and  it  should  be  brought  to  the  credit  of  this  account 
in  like  manner,  and  any  freshly-discovered  debts  should  be  charged  and 
Liabilities  over-estimated  allowed  for.  At  a  later  Btage  a  corrective  affidavit 
will  have  to  be  brought  in  on  the  estate  being  realised,  and  the  duty  must 
be  claimed  or  paid  on  the  difference  between  the  amount  of  the  corpus  as 
at  first  declared  and  the  actual  sum  realised  on  the  conversion  and  distribu- 
tion of  the  estate. 

Accounts  should  be  opened  corresponding  with  the  headings  represent- 
ing the  various  assets  and  liabilities  as  appearing  in  the  corpus  account  for 
the  purpose  of  showing  the  differences  on  realisation  and  the  dealings  in 
respect  thereof,  and  a  cash  book  opened  for  entering  the  cash  transactions 
of  the  executor.  The  corpus  account  will  further  be  charged  with  the 
expenditure  by  the  executor  properly  attributable  to  capital,  such  as  the 
estate  duty,  legacy  duty  (in  respect  of  bequests  made  "  free  of  duty "), 
expenses  of  the  executor  in  administering  the  estate,  such  as  law  costs, 
accountants'  charges,  etc.,  losses  on  realisation  of  property,  legacies  paid, 
bequests  (specific  and  those  subject  to  trusts),  etc.,  and  credited  with  profits 
or  gains  on  realisations  of  assets.  Entries  will  also  have  to  be  made  in  this 
account  for  such  adjustments,  other  than  those  mentioned,  as  become 
necessary  on  the  conversion  of  the  estate.  In  the  case  of  a  large  estate, 
where  some  time  must  elapse  before  the  residue  can  be  ascertained,  the 
income  derivable  therefrom  during  that  period  should  be  credited  to  an 
income  account,  against  which  should  be  charged  any  payments  made  to 
the  residuary  legatees  on  account  of  their  prospective  shares  of  residue, 
regard  being  had  to  any  adjustment  which  may  be  necessary  for  complying 
with  the  rules  by  which  the  executor  ought  to  be  guided  in  distinguishing 
between  income  and  capital,  as  questions  may  arise  between  the  various 
parties  beneficially  entitled  in  succession. 

It  should  also  be  recollected  that  an  executor  may  use  any  funds  in  his 
hands  for  the  purpose  of  paying  the  debts  and  legacies,  but  that  when  he 
has  dealt  with  the  estate  he  will  be  taken,  as  between  tenant  for  life  and 
remainderman,  as  having  applied  for  that  purpose  such  portion  of  the  corpus 
as,  together  with  the  income  of  that  portion  for  one  year,  was  necessary  for 
their  payment. 

The  foregoing  remarks  are  illustrated  by  the  following  example  of  the 
accounts  of  the  executors  of  the  estate  of  William  Smith,  deceased,  who  died 
on  the  1st  January  1903,  and  who  left  a  will  containing  no  specific  direc- 
tions for  the  conversion  of  his  estate  or  its  investment. 

As  it  is  obviously  impossible  within  limited  space  to  deal  with  all  the 
matters  of  account  which  may  confront  an  executor,  the  example  is  confined 
to  as  few  entries  as  possible,  and  is  illustrative  of  the  transactions  most 
common  in  accounts  of  this  nature.  Let  it  be  supposed  that  under  his  will 
the  testator  has  bequeathed  a  specific  legacy  of  his  household  goods  to  his 
r  Catherine  Parr,  and  a  sum  of  £1000  to  his  friend  William  Wallace 
(both  legacies  free  of  duty),  and  the  whole  of  his  residuary  estate  to  his 
wife,  Anne  Smith. 

The  following  accounts  illustrate  the  estate  and  the  dealings  of  the 
x  ecu  tors  therewith  : — 
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The  executors  having  now  converted  and  distributed  the  estate  in 
accordance  with  the  terms  of  the  will,  their  functions  as  such  are  at  an  end, 
and  their  accounts,  having  been  kept  upon  the  principles  here  laid  down, 
show  in  successive  stages  the  estate  as  it  came  into  their  hands,  the  realisa- 
tion thereof,  and  the  application  of  the  proceeds.  It  will  also  be  observed 
that  after  the  executors  had  realised  so  much  of  the  estate  as  was  necessary 
for  paying  the  duties,  debts,  and  legacies,  etc.,  the  remainder  was  conveyed 
to  the  residuary  legatee,  and  the  balance  at  the  bankers  paid  over  to  her, 
and  a  discharge  obtained  by  her  signing  the  final  account  as  having  agreed 
to  the  amount  of  the  balance  carried  from  the  corpus  account. 

Speaking  generally,  it  may  be  as  well  to  observe  that,  where  property  is 
bequeathed  on  trust — the  trustees  to  pay  the  income  to  an  individual  for 
life,  and  on  his  or  her  death  to  distribute  the  capital — it  is  advisable  to  keep 
separate  capital  and  income  accounts,  showing  the  transactions  in  respect  of 
such  trust  funds,  i.e.  the  executor  who  has  been  appointed  as  trustee  should 
charge  his  corpus  account  with  the  amount  so  bequeathed,  or,  if  in  the 
nature  of  a  specific  bequest,  the  particular  stocks  which  are  earmarked  for 
the  trust  at  the  values  appearing  in  such  account,  and  credit  the  capital 
account  of  the  trust.  In  this  way  also  an  executor  who  subsequently 
becomes  a  trustee  of  the  residuary  estate  should  be  able  to  clear  his  account 
as  executor  by  transferring  the  balance  of  his  corpus  account  to  that  of  the 
residuary  estate,  which  should  represent  the  amount  of  the  trust  funds 
remaining  in  his  hands,  the  income  from  such  funds  being  carried  to  the 
credit  of  the  income  account  of  the  trust.  Where  the  legatee  is  a  minor, 
or  until  he  is  entitled  to  receive  the  income,  the  same  should  be  periodically 
invested,  the  amount  standing  to  the  credit  of  the  income  account  being 
transferred  to  the  credit  of  the  corpus  account  of  the  trust,  which  should 
correspond  with  the  amount  invested. 

Appropriations  of  stock  should  be  taken  at  the  market  price  of  the  day 
on  which  they  are  made,  and,  where  this  event  occurs  some  time  after  the 
date  of  death,  interest  is  usually  paid  to  the  beneficiaries  at  a  rate  per  cent 
equal  to  the  rate  which  would  have  been  earned  if  the  appropriation  had 
been  made  earlier. 

A  proper  discharge  for  all  payments  made  by  the  executor  should  be 
obtained,  and  the  accounts  rendered  to  beneficiaries  of  income  received  and 
paid  over  should  be  signed  by  them. 

In  large  estates  the  accounts  of  the  executors  should,  if  possible,  be 
prepared  yearly  at  least,  and  include  a  statement  of  the  capital  (corpus) 
account,  starting  with  the  balance  as  shown  on  the  previous  account,  and 
setting  out  the  transactions  on  that  account  during  the  year.  The  balance 
carried  down  should  be  represented  by  the  testator's  assets  not  yet  realised, 
the  investments  made  by  the  executors,  and  the  cash  at  the  bankers,  less 
any  income  received  which  is  payable  to  the  beneficiaries  represented  by  the 
balance  of  the  income  account. 

Where  the  testator  was,  at  the  time  of  his  death,  a  partner  in  a  firm 
which  continued  trading  after  his  death,  his  interest  in  which  did  not  cease 
on  that  event,  the  executors  being  empowered  to  carry  on  the  business,  it  is 
recommended  that  the  accounts  of  the  firm  should  be  kept  quite  apart  from 
those  of  the  executors. 

It  will  be  seen  from  the  foregoing  remarks  that  the  duties  and  responsi- 
bilities of  an  executor  are  heavy,  and  as  it  often  happens  that  his  accounts 
are  taken  by  an  order  of  the  Court  it  is  highly  necessary  that  they  should 
be  kept  upon  an  intelligible  principle,  and  that  he  should  be  able  to  render 
them  at  any  time  when  called  upon  to  do  so.         Arthur  F.  Whinney. 
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Ex  New. — A  stock  quoted  ex  new  signifies  that  the  present  holder 
is  entitled  to  any  allotment  of  new  stock  which  may  have  been  made  by 
the  company,  and  that  he  retains  this  right  Bhould  he  dispose  of  the  old 
security  to  a  buyer.  For  example,  a  company  may  allot  new  stock  or  shares 
to  its  shareholders,  and  these  allottees,  if  there  is  any  profit  to  be  made, 
usually  sell  their  allotments,  and  the  old  shares  or  stock  are  then  quoted 
ex  new  to  show  that  the  buyer  will  not  be  entitled  to  any  interest  in  the 
new  issue  of  stock  or  shares. 

Expectation  Of  Life  is  the  number  of  years  which  persons  of  a 
certain  class  live  on  an  average  after  a  certain  age. 

Expenditure. — The  word  expenditure  was  formerly  largely  used 
as  an  equivalent  for  the  term  payment,  but  it  is  now  used  more  to  express 
the  incurring  of  pecuniary  obligations  rather  than  the  actual  payment. 
The  expenditure  of  a  business  during  any  particular  period  is  the  pecuniary 
measure  of  the  charges  which  have  been  incurred  for  services  rendered  to 
the  business  during  that  period,  and  is  arrived  at  by  adding  to  the  pay- 
ments for  charges  which  have  been  made  during  the  period  the  amount 
due  for  charges  at  the  close  of  the  period  and  deducting  from  the  sum  the 
charges  outstanding  at  the  beginning  of  the  period.  The  debit  and  credit 
sides  of  a  Profit  and  Loss  Account  are  correctly  referred  to  as  the  income 
and  expenditure  sides.  In  the  case  of  a  Cash  Account  the  corresponding 
terms  are  receipts  and  payments.  The  word  expenditure  should  never  be 
used  in  the  restricted  sense  of  a  payment,  but  in  the  wider  sense  of  an 
obligation  incurred. 

Expenditure  is  usually  divided  into  capital  expenditure  or  expenditure 
upon  services  or  works  of  a  permanent  nature  with  the  view  of  enabling 
future  revenue  to  be  earned,  and  revenue  expenditure  or  outlay  in  connec- 
tion with  the  earning  of  present  income  which  forms  a  first  charge  against 
the  revenue  being  earned. 

Expenditure  is  also  divided  into  productive  expenditure,  outlay  in  con- 
nection with  which  it  is  anticipated  there  will  accrue  some  future  benefit, 
and  unproductive  expenditure  or  outlay  from  which  there  will  be  no  future 
benefit. 

Ex  Rights. — When  a  company  creates  new  stock  or  shares,  and 
gives  the  members  the  right  to  take  up  the  issue,  the  price  of  the  original 
stock  or  shares  includes  this  right  to  accept  an  allotment  until  the  quota- 
tion is  marked  "  ex  rights." 

Extraordinary   Resolution,  — In   connection  with  joint 

stock  companies,  this  means  a  resolution  passed  at  any  general  meeting  of 
a  company  by  not  less  than  three-fourths  of  those  members  present  entitled 
to  vote.  The  notice  calling  the  meeting  at  which  it  is  proposed  to  submit 
an  extraordinary  resolution  must  specify  the  intention  to  propose  such 
resolution. 

Face  Value. — The  face  value  of  a  security  is  the  nominal  value 
shown  on  the  face  of  the  share  certificate,  bond,  or  other  deed,  as  the 
amount  paid  up  or  which  is  held  as  having  been  paid  for  the  security.  It 
i>  the  nominal  value  of  an  investment  as  distinguished  both  from  the 
intrinsic  value  and  from  the  market  value.  The  face  value  of  a  security, 
as  a  rule,   represents   the   amount   at  which  the  security   is    repayable   or 
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redeemable,  but  in  some  eases  debenture  bonds  are  only  redeemable  at  a 
certain  percentage  higher  than  the  face  value  of  the  bond.  The  face  value 
of  securities  passing  by  delivery  determines  the  amount  of  the  Government 
stamp  duty  payable,  and  not  the  market  value.  As  a  rule,  also,  the  broker's 
commission  on  such  securities  is  determined  by  the  face  value. 

Factor. — An  agent  entrusted  with  the  possession,  management,  and 
disposal  of  property  belonging  to  another.  The  factorship  may  be  either 
express  or  implied — that  is,  it  may  be  constituted  by  a  special  deed  and 
formal  intimation  by  the  principal,  or  it  may  be  constituted  by  the  acting  of 
the  principal.  The  factorship  may  also  be  either  special — that  is,  limited  to 
a  particular  department  or  property — or  general.  The  principal  is  bound 
by  all  contracts  entered  into  by  the  factor,  which  are  within  his  powers. 
The  risk  of  goods  in  the  factor's  hands  is,  as  a  rule,  with  the  employer. 
The  usual  remuneration  of  a  factor  is  by  a  commission,  but  he  may  also  be 
paid  a  salary  or  fee.     (See  "  Agency.") 

Factory  Organisation  and  Costing  Arrange- 
ments.— Factory  organisation  may  be  denned  as  the  supervision  and 
registration  of  the  processes  of  manufacture  of  raw  or  partly  raw  materials 
into  articles  of  commerce.  Greater  attention  has  been  of  late  years  paid 
to  the  better  organisation  of  our  manufactories  and  workshops, — the  stress 
of  competition,  the  tremendous  strides  made  by  our  foreign  competitors, 
foremost  among  whom  are  the  Germans  and  Americans,  having  compelled 
us  to  improve  our  machinery  and  our  methods.  Many  of  the  new  machines 
now  complete  at  one  operation  what  before  was  several  distinct  and  separate 
operations  occupying  two  or  three  machines ;  and  our  methods  of  organisa- 
tion are  now  more  analytical,  each  operation  being  timed  to  fit  in  more 
accurately  with  the  preceding  and  succeeding  ones. 

Where  new  machines  have  been  installed  the  results  have  been 
increased  efficiency  and  decreased  cost,  and  where  more  accurate  methods 
have  been  adopted,  the  results  have  also  been  on  the  side  of  economy, 
although  as  in  the  case  of  machinery  the  first  cost  may  have  been  more. 
More  accurate  knowledge  of  the  various  operations  is  gained,  and  in  this 
way  superfluous  work  can  often  be  dispensed  with,  and  the  employers  learn 
what  part  of  the  work  is  most  profitable,  and  that  which  is  seen  to  be 
unprofitable  can  be  improved  or  dropped  altogether.  Accurate  information 
regarding  costs  is  also  tabulated  and  kept  for  future  reference,  so  that 
estimates  can  be  given  with  greater  confidence. 

Small  manufactories  and  workshops  that  can  be  entirely  managed  in 
all  their  departments  by  the  proprietor  or  a  capable  manager  who  knows 
and  sees  everything,  may  go  along  without  much  in  the  way  of  organisa- 
tion, for  he  is  in  himself  the  organisation,  the  life  of  the  concern ;  but 
well-managed  small  businesses  very  soon  grow  into  larger  concerns,  and 
detailed  organisation  then  becomes  a  necessity. 

Want  of  proper  organisation  results  in  the  overlapping  of  the  duties 
of  the  various  officials  and,  consequently,  increased  cost  of  management. 
For  example,  the  manager  of  a  large  but  unorganised  business  spent  a 
whole  day  in  one  instance  finding  out  particulars  of  an  obscure  charge 
against  the  firm,  amounting  to  a  few  pounds,  with  the  result  of  ultimately 
saving  a  few  shillings  at  the  cost  of  several  pounds  in  manager's  salary. 
It  was  the  manager's  duty  to  see  that  the  account  was  in  order,  but 
if  a  proper  system  had  been  in  force  he  could  have  known  that  in  two 
minutes. 
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On  the  other  hand,  organisation  beyond  a  certain  limit  may  result  in 
an  accumulation  of  red  tape, — a  useful  enough  article  of  commerce,  but 
often  a  veritable  nuisance  which  weakens  the  organisation  and  hinders 
progress.  Government  departments  are  the  leading  manufactories  of  red 
tape ;  for  example,  a  Government  auditor  and  his  clerks  recently  spent 
three  days  over  a  Jd.  which  appeared  in  the  accounts  of  a  Board  of 
Guardians.  Accuracy  is,  it  is  true,  of  the  greatest  importance,  but  the 
detailed  accuracy  which  is  necessary  in  certain  matters  is  out  of  place  in 
factory  organisation. 

A  young  German  engineer  educated  in  one  of  their  lauded  technical 
schools  designed  an  air  crane  which  would,  he  said,  be  so  efficient  that 
there  would  be  practically  no  loss  of  power.  The  cranes  which  were  in 
actual  use  lost  a  certain  amount  of  air  with  every  operation,  but  the  cost  of 
the  new  machine  in  comparison  with  the  old  would  have  been  such  that 
instead  of  a  saving  in  actual  practice  there  would  have  been  a  loss.  So  in 
considering  the  accuracy  of  cost  accounts  all  things  must  be  looked 
at  in  their  proper  proportions, — what  is  to  be  gained,  and  at  what  cost, — 
for  there  is  a  limit  of  accuracy  beyond  which  there  is  no  usefulness. 

Nearly  all  businesses,  even  although  of  the  same  kind,  differ  to  a  certain 
extent,  no  two  being  exactly  alike.  It  is,  therefore,  impossible  to  design  a 
set  of  cost  books  which  will  suit  all  or  even  a  number  of  businesses. 
The  costing  accounts  must  be  made  to  suit  the  business,  not  the  business  to 
suit  the  accounts. 

The  principal  consideration  in  framing  factory  or  workshop  accounts  is, 
what  does  the  owner  require  to  know  ?  In  some  cases  where  the  whole 
business  is  a  process  by  which  only  one  article  is  manufactured,  the  general 
cost  per  unit  is  all  that  is  necessary,  and  that,  as  a  rule,  can  be  had  from 
the  ordinary  commercial  books ;  but  in  most  businesses  the  processes  are 
complex  and  various,  and  factory  books  of  some  kind  are  necessary  to 
analyse  the  progressive  costs  and  show  the  results  in  detail. 

Prime  Cost. — The  cost  of  any  manufactured  article  is  made  up  of  the 
following  : — 

(1)  The  material. 

(2)  The  labour. 

(3)  The  indirect  charges  or  oncosts. 

(4)  The  general  oncosts. 

The  material  in  the  article  and  the  actual  labour  required  to  make  it 
require  no  explanation. 

The  indirect  charges  vary  considerably  in  different  processes  in  different 
works  and  even  in  different  departments.  Thus  shop  oncosts  may  consist 
of  unproductive  labour,  unproductive  material,  interest  on  plant,  power  for 
machines,  repairs,  depreciation  and  upkeep,  lighting  and  heating,  etc.  The 
general  oncost  includes  office  expenses,  taxes,  insurance,  cost  of  distribution, 
interest,  and  all  other  charges  that  cannot  properly  be  put  to  any  depart- 
ment. In  some  businesses  the  total  shop  oncosts  and  general  oncost  are 
kept  under  one  heading  of  "  Establishment  Expenses,"  and  this  method  has 
some  advantages,  and  may  be  adopted  where  it  is  found  to  be  more  suitable 
than  the  other  arrangement. 

There  is  considerable  difference  of  opinion  as  to  what  prime  cost  means, 
some  manufacturers  looking  upon  prime  cost  as  the  cost  of  the  material 
and  labour  only,  others  including  the  shop  oncosts  along  with  the  material 
and  labour  in  making  up  prime  costs,  while  others  again  include  all  the 
indirect  charges,  and  look  upon  prime  cost  as  the  total  cost  of  the  article 
without  profit. 

vol.  n  30 
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While  it  is  not  of  essential  importance  to  decide  what  is  really  the 
meaning  of  the  words  prime  cost,  it  will  be  admitted  that  when  a 
manufacturer  for  some  special  reason  decides  to  sell  articles  at  prime  cost, 
it  means  not  the  cost  of  the  material  and  labour  only,  but  the  actual  cost 
of  the  article  as  finished  and  delivered, — that  is,  without  the  profit  for 
which  he  engages  in  business,  spends  his  time,  and  risks  his  capital.  In 
speaking  of  prime  costs  in  connection  with  factory  and  workshop  accounts 
it  will  be  well,  therefore,  to  make  clear  what  is  meant  by  prime  cost  in  each 
particular  case. 

We  now  come  to  consider  the  two  methods  of  apportioning  the  indirect 
charges  over  the  goods  manufactured,  in  an  equitable  manner.  The  first 
method  entails  analysing  the  charges  so  as  to  apportion  them  to  various 
departments.  An  accurate  record  having  been  kept  for  some  time  of  all 
the  charges  in  each  department,  the  percentage  of  these  on  the  wages  paid 
for  productive  labour  for  the  same  period  is  calculated,  and  this  record  is 
kept  up  and  the  percentage  corrected  from  time  to  time  if  necessary. 
Details  of  the  methods  of  arriving  at  this  will  be  examined  farther  on. 
This  way  of  putting  a  percentage  on  the  labour  only  is  generally  recognised 
to  be  the  best,  for  the  indirect  charges  will  nearly  always  be  found  to  vary 
in  proportion  to  the  time  occupied  in  productive  labour.  The  material  for 
an  order  may  be  very  expensive  and  the  labour  may  be  small,  and  the 
indirect  charges,  if  calculated  on  both  labour  and  material,  would  be 
out  of  all  proportion.  On  the  other  hand  the  material  may  be  of  very 
small  value  and  the  labour  considerable,  and  in  that  case  the  indirect 
charges  would  be  inadequate.  In  some  cases  it  is  possible  to  cost  the 
unproductive  labour  on  each  particular  order,  but  these  cases  are  very  few. 
Generally,  labour  of  this  kind  is  used  to  push  forward  the  work  of  the 
department  as  a  whole,  and  is  directed  by  the  manager  to  the  best  possible 
advantage  from  time  to  time  so  that  it  can  only  be  apportioned  to  the 
various  orders  by  way  of  percentage. 

A  record  of  all  the  unproductive  material  sent  to  the  various  depart- 
ments is  also  kept  and  added  to  the  shop  oncost  account.  The  interest,  the 
repairs,  and  depreciation  of  the  machinery  in  the  department,  and  a 
proportionate  share  of  the  power,  lighting,  and  heating  are  all  added  to 
each  shop  oncost,  and  the  percentage  calculated  on  the  total  productive 
wages  paid  for  the  same  period. 

The  general  oncost,  on  the  other  hand,  being  charges  for  administra- 
tion and  management,  is  calculated  on  the  total  wages,  productive  and 
unproductive,  and  all  the  materials  bought.  The  purchase  and  sale 
of  materials  entail  their  proportion  of  office  expenses,  no  matter  what 
amount  of  labour  is  put  on  them.  This  can  be  easily  ascertained  from  time 
to  time,  and  the  percentage  adjusted,  the  accounts  being  planned  with  this 
object  in  view. 

The  method  of  dividing  the  shop  and  general  oncosts  is  most  generally 
adopted  where  there  are  different  departments  either  producing  different 
articles  or  concerned  with  different  processes  in  the  production  of  the  same 
article.  The  machinery  in  one  department  may  be  very  much  more 
expensive  than  in  another,  or  the  unproductive  labour  and  material  may  bulk 
more  largely  in  one  than  in  another.  It  would,  therefore,  be  impossible  in 
such  cases  to  find  the  true  oncost  on  each  article  by  a  percentage  or 
proportion  of  the  whole  establishment  expenses.  In  some  cases,  however, 
it  may  be  more  convenient  to  keep  the  whole  of  the  oncosts  in  one  account, 
or  it  may  even  be  impossible  to  separate  and  classify  them  under  different 
headings,  or  the  unproductive  labour  may  be  utilised  in  such  a  way  that  it 
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cannot  be  divided  into  departments.  In  these  circumstances  the  difficulty 
in  regard  to  the  machinery  can  be  met  by  fixing  a  rate  per  hour  for 
each  machine.  This  rate  would  represent  the  interest  on  the  capital,  the 
depreciation,  and  repairs,  and  would  then  be  added  to  the  labour,  and  a 
percentage  representing  the  other  items  in  the  shop  oncost  and  general 
oncost  would  also  be  added. 

The  first  method,  where  it  can  be  applied,  is  to  be  preferred,  as  it  gives 
more  information,  and  applies  the  additional  charges  with  a  considerable 
degree  of  exactness.  The  second  method  will  give  good  results  in  many 
cases  where  the  other  plan  is  not  convenient  or  would  disturb  important 
working  arrangements. 

In  calculating  and  fixing  oncost  percentages  from  the  records  kept  it  is 
always  advisable  to  allow  a  small  margin  for  fluctuations.  It  is  better  to 
fix  the  percentage  a  little  above  the  exact  figure  than  below  it,  as  oncosts 
have  a  tendency  to  increase  when  anything  out  of  the  usual  occurs,  as,  for 
instance,  a  press  of  orders  necessitating  overtime,  a  temporary  stoppage  of 
the  machinery,  or  any  of  the  other  small  things  that  happen  from  time  to 
time  to  vary  the  usual  routine  of  business. 

Having  now  considered  generally  what  makes  up  the  cost  of  a 
manufactured  article,  let  us  now  look  more  closely  at  the  constituent  parts 
and  at  the  methods  of  apportioning  the  cost  to  each  order,  contract,  or 
article. 

Material. — We  will  take  material  first.  The  goods  received — raw 
material  or  partly  finished  articles — to  be  used  in  manufacture  are 
u  Stores  " ;  finished  goods  made  for  stock  or  bought  in  for  sale  are  put  in 
the  "  Warehouse." 

Ordinary  Stores. — Certain  quantities  of  goods  are  kept  in  stock,  and  it 
will  be  known  from  experience  what  amount  it  is  advisable  to  have  on 
hand.  When  the  store-keeper  finds  his  stock  getting  below  a  certain 
amount  he  will  send  a  requisition  note  (see  Form  1)  to  the  general  office, 
asking  that  certain  stores  be  furnished.  The  manager  will  know  where 
such  goods  are  to  be  most  judiciously  bought,  as  he  has  the  record  of  the 
last  price,  or  he  may  deem  it  advisable  to  procure  quotations,  and  in  due 
course  the  goods  arrive. 

When  an  order  is  received  for  which  special  materials  are  required, 
the  manager  will  at  once  take  steps  to  procure  the  necessary  supply,  and 
when  the  goods  arrive  the  invoices  are  ear-marked,  and  the  cost  charged 
against  the  order  at  once.  Or  if  the  works'  foreman  finds  he  requires 
special  articles,  he  asks  the  store-keeper  to  requisition  these,  and  the  order 
for  which  they  are  required  is  noted  on  the  requisition  form. 

All  goods  bought  are  checked  when  received,  the  quantities  and  quality 
examined,  and  entered  in  the  stores  ledger  or  goods  received  book,  or  the 
particulars  may  be  entered  on  specially  ruled  cards  (see  Form  2),  which  are 
sent  to  the  general  office,  so  that  the  invoice  may  be  checked  therewith. 
Goods  received  may  be  treated  in  two  ways :  if  the  goods  received  are  for 
general  use  they  will  be  entered  up  in  the  stores  ledger,  or  against  an 
oncost,  as  will  be  explained  farther  on  ;  if  specially  ordered  for  a  particular 
order  or  contract  they  will  be  at  once  charged  against  that  order.  Goods 
returned  will  be  credited  through  the  stores  ledger,  a  note  (see  Form  3)  of 
-.mi.'  being  sent  to  the  general  office,  so  that  a  credit  note  may  be  obtained 
from  the  seller. 

All  goods  received  are  technically  treated  as  stores,  but  in  some  cases 
where  the  material  is  bulky  and  cannot  be  handled  readily,  and  also  in 

e  other  cases  where  the  material  is  used  in  very  large  quantities,  it  is 
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not  convenient  to  keep  them  in  stores  and  give  them  out  to  each  special 
order.  In  these  cases  it  is  sufficient  to  check  the  quantity  when  the  goods 
are  being  sent  off  to  their  destination,  for,  the  materials  being  as  described, 
there  is  little  chance  of  leakage  except  the  usual  wastage  in  handling,  etc., 
which  must  be  allowed  for,  and  which  we  now  come  to  consider. 

As  a  general  rule  it  is  a  waste  of  time  to  try  to  balance  the  goods  given 
out  by  the  stores  for  various  orders  with  the  goods  received  and  invoiced, 
the  labour  required  to  do  so  correctly  being  so  great  that  it  is  hardly  ever 
done.  The  goods  given  out  are  carefully  charged  to  different  orders, 
and  the  stores  ledger  balanced  from  time  to  time  with  the  material  in 
stock. 

In  regard  to  the  allowance  to  be  made  for  wastage  of  materials,  it  will  be 
necessary  to  get  some  fairly  correct  data  to  go  upon.  This  can  be  obtained 
by  taking  the  invoiced  quantities  or  values  of  either  the  whole  of  the 
materials  together  or  of  one  class  of  material  for  a  certain  period,  and 
keeping  a  record  for  that  period  of  all  the  material  charged  to  orders ;  the 
difference  between  these  two  quantities  or  values  will  be  approximately 
the  wastage  or  loss  of  material  in  manufacturing.  This  can  be  repeated 
from  time  to  time  by  way  of  providing  a  check  and  preventing  the 
improper  use  of  materials. 

Duties  of  Store-keeper. — The  duties  of  the  store-keeper  are  to  receive  all 
the  materials,  check  the  quantities  and  qualities  if  possible,  return  empties 
and  faulty  or  rejected  goods,  to  give  out  the  materials  to  workmen,  to  enter 
same  on  their  cards,  to  give  out  materials  to  be  used  in  connection  with 
oncosts,  and,  further,  to  send  correct  daily  reports  of  all  these  to  the  office 
for  use  in  connection  with  the  general  book-keeping  arrangements. 

Labour. — Workmen  are  either  paid  by  the  time  worked  or  by  the  piece. 
Instead  of  the  weekly  wage  which  used  to  prevail  it  is  now  customary,  in 
fact  general  in  the  skilled  branches,  to  reckon  wages  by  the  hour  when  pay 
is  by  time. 

Time-keeping  Arrangements. — It  is  very  necessary,  in  the  first  place, 
that  arrangements,  satisfactory  to  both  the  employer  and  the  employed,  be 
made  for  keeping  a  correct  record  of  the  time  worked.  The  usual  method, 
some  years  ago,  was  to  provide  each  workman  with  a  numbered  tally. 
This  brass  tally  was  dropped  into  a  box  in  the  time-keeper's  office  when 
entering,  and  the  time,  between  certain  limits,  marked  off  by  the  time- 
keeper, fifteen  minutes  being  kept  off  if  more  than  five  minutes  late, 
thirty  minutes  if  more  than  twenty  minutes  late,  and  so  on. 

Time-clocks. — Many  ingenious  time-clocks  have  been  invented  during 
the  last  few  years,  and  these  have  been  widely  adopted  in  the  most  modern 
works.  The  Rochester  time  -  clock  is  certainly  one  of  the  best,  and 
possesses  one  feature  of  importance,  viz.  the  number  of  men  who  can 
record  on  it  is  practically  unlimited.  The  Dey  time  register  is  also  a 
good  clock.  All  possess  this  virtue,  that  (provided,  of  course,  they  keep  in 
good  working  order)  they  inspire  the  workmen  with  a  feeling  of  confidence 
in  the  justice  of  the  time-keeping  arrangements. 

Analysis  of  Wages. — The  time,  then,  on  which  the  workman  is  to  be 
paid  is  recorded  in  the  time-keeper's  office ;  the  time  is  transferred  daily  or 
weekly  to  a  wages  book  (see  Form  4);  and  the  total  time  worked  is 
calculated  for  each  man,  and.  the  amount  entered  up.  It  is  as  well  to 
have  a  separate  column  for  over-time,  as  over-time  is  usually  paid  at 
increased  rates.  In  arranging  the  names  of  the  workmen  employed,  in  the 
wages  book,  the  different  classes  of  workmen,  or  those  in  different  depart- 
ments should  be  grouped  together,  so  that  the  total  of  wages  for  each  class 
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may  be  obtained  and  an  abstract  prepared  as  shown  in  Form  5.  This  gives 
for  each  department  the  total  amount  of  skilled  labour  for  the  week  (all  of 
which  has  been  debited  to  various  orders,  as  will  be  afterwards  described), 
and  the  total  amount  will  be  carried  to  a  book  of  record  under  the  heading 
of  the  department,  to  be  used  as  the  basis  for  calculating-  the  oncost  of  that 
department.  The  total  unskilled  labour,  or  labour  which  is  expended  for 
the  general  good  of  the  department  and  not  for  any  particular  order,  is 
posted  to  the  department's  oncost  account,  this  forming  one  element  in  the 
oncost  of  that  particular  department.  The  steam  raising,  heating,  lighting, 
and  general  services  of  that  kind  are  generally  considered  as  a  department, 
the  total  cost  being  divided  at  the  end  of  the  year  and  added  to  the  per- 
centage of  the  oncost  for  each  of  the  other  producing  departments.  Another 
item  in  connection  with  the  analysis  of  the  wages  book  to  be  kept  in  view  is 
time  incurred  by  one  department  for  another.  An  order  should  always  be 
passed  for  work  of  this  kind  and  the  time  posted  weekly  or  monthly 
against  the  oncost  account  of  the  department  for  which  the  work  has 
been  done. 

Manufacture  by  Process. — In  businesses  which  consist  of  the  production 
of  an  article  or  articles  by  a  process,  the  analysis  of  the  wages  book  is  of 
the  greatest  importance.  In  such  cases  the  costs  are  arrived  at  from  this 
information,  the  wages  being  divided  and  subdivided,  as  already  explained, 
into  various  departments.  It  is  quite  a  simple  matter  to  ascertain  the 
cost  in  wages  per  ton  of  material  manufactured,  convenient  and  satisfactory 
arrangements  having  been  made  to  check  the  number  of  tons  turned  out. 
It  is  sufficient  to  have  the  total  number  of  tons  finished,  but  if  the 
number  of  tons  handled  by  each  department  can  be  obtained,  valuable 
information  will  be  available,  and  the  total  cost  per  ton  will,  of  course,  be 
the  aggregate  of  the  various  rates  per  ton  or  per  measurement  for  the 
departments. 

Advantages  of  Analysis. — Having  the  detailed  information  regarding  the 
cost  of  manufacture  at  each  stage,  it  can  be  seen  whether  each  department 
is  being  kept  up  to  the  proper  state  of  efficiency,  and  it  can  also  be  seen 
where  economy  may  be  practised,  and  where  new  machinery  may  be 
installed  with  profit  when  such  is  brought  to  the  manufacturer's  notice. 

Costing  Separate  Orders. — We  now  come  to  consider  the  more  complex 
arrangements  necessary  when  each  separate  order  has  to  be  costed  by 
itself.  When  an  order  is  received,  the  original  order  is  pasted  into  a 
guard  book  and  indexed,  the  order  being  given  a  number  which  it  bears 
all  through  until  it  is  completed.  If  the  goods  ordered  are  in  stock,  a  copy 
of  the  order  is  sent  to  the  warehouse,  and  the  goods  are  sent  off  at  once,  a 
duplicate  receive  note  or  card  being  sent  to  the  office  in  the  way  already 
described.  If  the  articles  required  are  not  in  stock,  a  production  order  or 
general  works  order  is  then  written  out,  all  the  pieces  necessary  beinc 
detailed  and  numbered.  From  this  production  order  job-order  cards  are 
issued  by  the  job-order  clerk  to  the  foreman  or  manager's  orders  from 
time  to  time  as  the  work  proceeds.  The  basis  of  the  job -order  card 
arrangement  being  "  one  operation  one  card,"  the  workman  then  gets  a 
card  (see  Form  6)  detailing  a  piece  of  work  to  be  done ;  the  material  is 
either  at  his  hand  or  he  is  told  to  get  it  from  the  store.  In  the  latter  case 
he  presents  his  card  to  the  store-keeper,  who  hands  over  the  material  which 
is  noted  on  the  back  of  his  card,  and  it  is  booked  in  the  stores  ledger 
against  the  order  number  on  the  card.  When  the  work  detailed  is  finished 
the  workman  hands  in  his  card  and  gets  another,  and  so  on,  all  being  done 
under  the  direction  of  the  foreman.     It  is  a  great  mistake  to  give  foremen 
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and  charge  hands  much  clerical  work  to  do,  as  they  do  not  take  kindly  to 
it,  and  it  takes  them  from  more  important  work. 

The  job-order  clerks  and  the  stores  clerks  should  be  able  to  do  all  the 
clerical  work  necessary,  and  they  will  be  largely  under  the  control  of  the 
foremen  and  manager — in  fact,  when  there  is  a  very  large  number  of 
small  orders,  the  best  arrangement  of  all  is  to  give  each  foreman  a  clerk, 
who  will  take  charge  of  all  the  clerical  work  in  his  department,  and  leave 
him  free  to  exercise  that  constant  supervision  which  is  absolutely 
necessary  to  a  high  standard  of  efficiency. 

Collecting  Job-Order  Cards. — The  job-order  cards  being  returned  are 
sorted  out,  all  those  belonging  to  one  order  being  kept  together,  either  in 
a  pigeon  hole  allocated  to  that  order,  or  in  an  envelope  with  the  number 
marked  outside.  These  cards  are  examined  every  week,  and  the  time 
compared  with  the  time  kept  in  the  general  wages  book.  When  the  job 
is  finished  all  the  cards  are  sent  to  the  costing  clerk,  who  then  posts  up 
the  time  and  the  material  in  a  prime  cost  ledger  or  on  a  prime  cost  card 
(see  Form  7).  He  gets  the  rate  per  hour  from  the  general  wages  book  ; 
he  has  a  list  of  the  prices  of  material  supplied  to  him  from  time  to  time, 
to  which  he  adds  the  amount  previously  agreed  on  to  cover  wastage ;  he 
also  knows  what  percentages  the  manager  has  decided  on  for  shop  oncost 
and  general  oncost,  and  so  the  total  prime  cost  is  arrived  at. 

Warehouse. — When  an  order  is  finished  a  label  is  attached  giving  the 
number  of  the  order,  and  it  is  either  sent  to  the  warehouse  or  the  shipping 
clerk  is  advised  that  it  is  ready  to  send  off.  He  consults  the  original  order 
as  to  destination,  etc.,  sees  it  is  sent  off  properly  packed,  and  sends  a  card 
or  duplicate  receive  note  (see  Form  8)  to  the  office,  giving  all  particulars 
when  a  large  number  of  orders  is  sent  off  in  one  day  ;  it  is  advisable  to  have 
two  goods  forwarding  books  for  use  on  alternate  days,  as  this  enables  the 
invoice  clerk  to  have  full  use  of  the  duplicates  of  all  the  goods  receive  notes 
sent  out  the  previous  day. 

Invoicing  Goods. — The  invoicing  clerk  will  now  invoice  the  goods  to  the 
customer  at  the  price  agreed  on,  or  the  price  necessary  to  cover  prime  cost 
and  profit.  These  goods  forwarding  cards  or  duplicate  receive  note  books 
should  be  first  handed  to  the  costing  department,  so  that  the  total  prime 
cost  may  be  noted  and  the  invoice  made  out  with  the  addition  of  the 
necessary  profit,  or,  if  the  price  has  been  previously  agreed  on,  it  can  be 
seen  if  the  estimate  has  been  a  correct  one. 

Stock  Orders. — When  goods  are  ordered  to  be  made  for  stock  they  are 
sent  when  finished  to  the  warehouse  with  stock  order  number  attached. 
All  such  goods  are  carefully  entered  up  in  the  warehouse  book,  so  that  it 
can  be  seen  at  any  time  if  certain  articles  are  in  stock  when  wanted.  In 
the  case  of  articles  which  are  made  in  quantities  from  time  to  time  it 
is  not  necessary  to  keep  the  cost  of  each.  When  the  cost  has  been 
ascertained  accurately  over  a  number  it  should  be  posted  up  in  detail 
in  a  permanent  prime  cost  ledger ;  this  can  be  referred  to  from  time  to 
time,  and,  when  necessary,  it  can  be  tested,  especially  when  any  little 
change  takes  place  in  the  mode  of  manufacture. 

Orders  to  various  Departments. — In  many  cases  an  order  may  have  to 
go  to  two  or  three  departments,  and  the  arrangements  in  these  cases  may 
either  be  to  send  an  order  to  each  department  giving  full  particulars  of 
the  work  required,  and  another  order  for  assembling  the  parts  together  or 
erecting  them  (and  in  some  cases  taking  them  apart  for  shipment) ;  or  it 
may  be  managed  by  one  department  passing  on  the  order  to  another  as  the 
work  progresses,  the  job-order  cards  from  each  meanwhile  finding  their  way 
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gradually  bo  the  costing  department.  Either  arrangement  may  be  adopted 
according  to  the  kind  of  business  or  the  balance  of  convenience. 

Another  Plan  of  keeping  Costs. — A  good  plan  is  to  issue  works  orders 
(Form  9  itf))  from  a  duplicate  order  book.  The  duplicate!  (Form  9  (/>))  which 
remains  in  the  book  contains  on  one  side  the  particulars  of  the  order  given 
(ait.  and  the  other  is  ruled  in  columns  for  different  departments.  As  the  job 
cards  come  in  the  time  and  material  are  posted  to  the  various  columns  on 
the  back  of  the  duplicate  works  order  (see  Form  9  (c)),  and  can  be  referred 
t<>  at  any  time  by  the  general  order  number.  This  system  has  the  great 
advantage  of  compactness,  is  easy  to  handle,  and  where  the  individual  orders 
have  not  a  large  mass  of  detail  will  be  found  to  be  very  adaptable  and  flexible. 
Where  work  is  done  by  contract,  it  will  be  found  advisable  to  issue  works 
orders  for  each  separate  item.  These  items  should  be  costed  in  the  usual 
way,  and  instead  of  being  invoiced,  should  be  posted  to  account  in  a  contract 
ledger,  a  column  being  set  aside  for  cost,  and  a  column  for  the  estimated 
amount. 

Shop  Oncosts. — We  now  come  to  consider  the  recording  of  the  expenses 
that  go  to  make  up  the  indirect  charges  under  the  heading  of  shop  oncosts 
or  establishment  expenses. 

These,  as  mentioned  before,  consist  of  unproductive  labour,  unproductive 
material,  repairs  and  upkeep,  depreciation,  power  for  machinery,  lighting, 
heating,  etc.,  interest  on  plant,  etc.  An  account  should  be  opened  in  the 
ledger  for  each  oncost,  and  to  each  such  account  will  be  posted  the  items 
incurred  from  time  to  time  and  also  the  total  amounts  of  unproductive 
labour  in  the  same  department,  and  the  sum  of  this  debit  gives  the 
amount  on  which  the  percentage  is  to  be  calculated.  Taking  the  un- 
productive labour  first  there  are  two  ways  of  keeping  this.  It  may  be 
that  all  that  is  necessary  will  be  to  take  the  analysis  in  the  wages  book, 
already  referred  to.  The  unproductive  labour  in  each  department  should  be 
kept  separate  and  posted  to  each  several  oncost  each  week.  But  it  may 
happen  that  the  unproductive  labour  is  not  always  employed  in  the  same  way 
in  the  same  department ;  and  in  that  case  cards  of  a  different  colour  from 
the  job -order  card  should  be  issued  .each  week  or  oftener  if  necessary. 
These  cards  will  bear  the  oncost  number,  the  workman's  name,  etc.,  and  at 
the  end  of  each  week  all  the  cards  will  be  added  together  and  the  amounts 
posted  to  the  various  oncost  accounts. 

Regarding  the  material  used  only  in  an  indirect  manner,  it  will  be 
found  convenient  as  a  rule  to  ear-mark  the  invoices,  and  post  them  direct 
to  the  departmental  oncost  to  which  they  belong ;  this  can  be  best  arranged 
by  pasting  all  invoices  in  a  guard  book,  and  having  the  opposite  page  ruled 
for  various  departments  and  oncosts.  The  invoices  are  thus  analysed  and 
the  monthly  totals  can  be  posted  to  the  several  accounts,  the  separate  items 
having  already,  of  course,  been  posted  to  the  credit  ledger  under  the  seller's 
name  in  the  usual  way. 

In  some  cases  where  it  may  be  necessary  to  get  materials  from  the 
stores  to  be  used  in  an  indirect  way  for  a  department,  the  workman  who  is 
to  use  the  material  will  present  his  card  in  the  usual  way,  the  materials 
will  be  entered  on  his  card,  and  a  note  taken  of  it  when  the  card  is  returned 
to  the  office.  In  cases  where  cards  are  not  issued  for  unproductive  labour, 
the  store-keeper  would  have  instructions  to  send  a  note  to  the  office 
immediately  such  stores  were  issued,  giving  particulars  of  same,  why  issued, 
and  to  whose  orders. 

Loose  Tools. — In  each  department  there  will  be  a  number  of  loose  tools. 
The  equipment  of  the  factory  with  these  articles  may  be  considered  as  part 
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of  the  capital  account,  but  it  will  be  advisable  to  charge  the  replacement  of 
these  from  time  to  time  to  the  oncost  account  of  each  department,  as  the 
continual  wearing  out  of  these  small  tools  is  part  of  the  general  expense 
connected  with  the  output,  and  is,  in  fact,  part  of  the  upkeep. 

Repairs  and  Upkeep. — Upkeep  pure  and  simple  will  usually  be  found  to 
be  included  in  the  foregoing  arrangements  for  unproductive  labour  and 
material.  Kepairs,  however,  are  quite  separate  and  distinct.  When  repairs 
are  found  to  be  necessary  the  manager  issues  a  special  order,  and  this  is 
costed  in  the  same  way  as  other  orders  already  described.  When  the  cost 
is  made  out  it  is  posted  at  prime  cost  to  the  oncost  account  of  that  depart- 
ment ;  the  total  amount  for  repairs  should  be  separately  kept  in  each 
account  for  the  whole  year,  so  that  it  can  be  seen  what  departments  are 
carefully  managed  in  that  respect. 

Depreciation. — This  is  a  subject  on  which  much  has  been  written  and 
which  presents  some  difficulties.  Immediately  a  machine  is  put  into  use  it  is 
practically  of  less  value  than  a  new  machine  which  has  never  been  used, 
and  something  must,  therefore,  be  allowed  for  depreciation.  Then  again, 
if  a  fixed  percentage  is  written  off  annually,  the  whole  cost  of  the  machine 
will  eventually  be  written  off,  while  it  may  have  been  carefully  kept  up  out  of 
revenue  and  be  as  good  a  producer  as  ever  it  was  ;  and  to  write  such  a  machine 
down  to  nothing  is  manifestly  absurd.  After  a  machine  is  installed  it 
should  be  charged  to  capital  account  at  the  actual  cost,  including  every- 
thing necessary  to  start  it  to  work.  A  small  percentage  should  be  written 
off,  say  for  five  years,  and  then  a  revaluation  made  by  the  manager  or  any 
competent  person.  If  the  machine  is  in  first  class  working  order,  and  kept 
up  out  of  revenue,  it  may  be  left  at  book  value  for  a  few  years.  If  it  has 
deteriorated  it  may  be  written  down  still  further,  or  it  may  have  become 
obsolete  and  have  to  be  written  off  altogether. 

The  safe  method  is  periodical  revaluation  for  the  purpose  of  ascer- 
taining how  much  less  than  the  cost  the  machine  ought  to  be  valued  at, 
and  in  no  case  will  it  be  safe,  whatever  the  circumstances,  to  value  at  more 
than  the  cost. 

A  sum  having  been  decided  on  for  each  or  all  of  the  machines  in  any 
one  department,  this  is  posted  to  the  oncost  account  at  the  end  of  the 
financial  year,  and  is  included  in  the  sum  which  forms  the  percentage  of 
oncost  for  the  following  year. 

Power,  Lighting,  and  Heating. — These  items  may  be  kept  for  the  whole 
year  in  separate  accounts  where  necessary,  or  they  may  be  kept  all  in  one, 
all  the  items  for  labour  and  material  being  debited  in  the  manner  already 
described.  The  total  amount  having  been  arrived  at  at  the  end  of  the 
financial  year,  the  amount  is  then  divided  in  such  proportions  as  may  be 
decided  on  by  the  manager  among  the  various  departments,  and  that  sum 
also  is  included  in  the  amount  of  each  oncost  which  forms  the  percentage  to 
work  on  for  another  year. 

General  Oncost. — We  now  come  to  consider  the  general  oncost,  or  those 
expenses  which  pertain  to  the  management  of  the  business — that  is,  the 
commercial  part  as  distinguished  from  the  manufacturing  part.  An 
account  should  be  opened  in  the  ledger  under  this  heading,  and  all 
expenses,  such  as  office  expenses,  salaries,  stationery,  postages,  taxes, 
insurance,  advertising,  interest  on  debentures  or  borrowed  capital,  etc., 
should  be  debited  from  time  to  time.  There  is  one  other  item  which  has 
not  been  touched  on,  viz.,  carriages  and  distribution  charges,  which  in  some 
cases  are  included  in  the  general  charges.  It  would,  however,  be  mis- 
leading so  to  include  this  in  all  cases,  as  the  charge  for  carriage  is  certainly 
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not  part  of  the  manufacturing  cost.  In  sonic  businesses  the  cost  of 
distribution  is  so  equally  divided  between  all  the  goods  manufactured  that 
it  may  be  fairly  charged  to  general  oncost;  but  in  others  the  cost  of 
delivery  will  be  so  much  larger  on  some  orders  than  on  others,  that  it  would 
be  manifestly  unfair  to  burden  the  cost  of  some  articles  with  a  portion  of 
an  outlay  that  does  not  belong  to  them. 

It  will,  therefore,  be  necessary  to  allow  for  the  carriage  or  freight  over 
and  above  the  cost  price.  Apart  from  this,  all  the  other  items  can  be  fairly 
distributed  over  the  whole  cost  of  the  labour  and  materials  as  a  percentage 
which  will  be  arrived  at  when  the  financial  year  closes,  and  from  the  data 
for  the  past  year,  subject,  of  course,  to  any  modification  which  special 
circumstances  may  demand. 

Capital  Account.  —  In  order  to  avoid  complication  nothing  has  been 
said  about  the  capital  account.  In  so  far  as  this  relates  to  plant  and 
buildings,  it  will  be  necessary  to  make  arrangements  in  the  costing  accounts 
for  keeping  an  accurate  record  of  any  changes  that  may  occur  from  time  to 
time.  A  buildings  and  plant  ledger  should  be  kept,  in  which  accounts  are 
opened  under  the  headings  of  various  departments  and  buildings,  or  it  may 
be  single  machines.  All  expenses  incurred  which  increase  the  productive 
value  of  either  should  be  charged  to  capital  account.  When  it  has  been 
decided  to  extend  a  building,  increase  a  machine's  capacity,  or  put  down 
a  new  machine,  an  order  should  be  issued  in  the  usual  way,  the  cards  being 
preferably  of  a  different  colour  from  the  ordinary  order  cards.  The  prime 
cost  will  be  ascertained  in  the  usual  way,  special  invoices,  called  Buildings 
and  Plant  Sales,  being  passed  through  the  sales  account,  a  separate  total 
being  kept,  and  the  amounts  posted  to  the  various  accounts  in  the  buildings 
and  plant  ledger. 

Care  should  be  exercised  to  keep  these  invoices  at  or  below  actual  cost ; 
and  in  order  to  attain  this,  it  is  advisable,  first,  to  charge  the  shop 
oncosts  rather  under  the  usual  percentages.  It  will  also  be  found  to  be 
advisable  to  leave  out  altogether  the  general  oncost,  as  it  is  absolutely 
necessary  that  no  profit  of  any  kind  should  creep  into  expenditure  under 
this  heading. 

General. — In  designing  any  system  of  cost  accounts,  it  should  be  kept 
in  view  that  it  is  only  necessary  to  obtain  information  which  will  be  of  real 
value.  It  is  futile  to  keep  long  records  of  figures  of  which  no  use  is 
made,  and  which  are  bundled  away  and  seldom  or  never  referred  to.  It 
may  be  of  use  in  some  cases  to  post  up  all  the  time  and  material  from  the 
job-order  cards  to  an  account,  for  the  purpose  of  balancing  with  the  general 
record  of  the  time  paid  for  and  the  material  bought,  but  as  a  general  rule, 
it  will  be  found  that  with  efficient  supervision  of  each  individual  order,  and 
given  a  system  that  furnishes  to  the  office  all  the  necessary  information 
regarding  the  cost  simultaneously  with  the  invoicing  of  the  goods,  there  is 
wry  little  more  of  real  value  to  be  obtained  from  elaborate  systems.  At 
least  the  additional  information  is  not  commensurate  with  the  expense  of 
obtaining  it  or  the  trouble  of  keeping  such  a  system  in  working  order. 
An  elaborate  system,  which  is  not  kept  up  to  the  full  pitch  of  perfection,  is 
much  worse  than  a  simpler  system,  which  can  be  kept  up  to  date  and 
which  gives  the  information  required  from  day  to  day  and  enables  the 
employer  to  know  at  once  how  this  or  the  other  order  is  progressing. 
Along  with  a  system  of  this  kind,  it  is  quite  easy  to  keep  a  record  of 
general  results  which  will  be  available  at  certain  periods  for  the  purpose 
of  fixing  the  necessary  percentages  forming  the  shop  and  general 
oncosts. 
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Form  1 


for 

Requisition  Note 
The  following  goods  are  required  : — 

wanted  by 

to  be  delivered  at 

Signature 

Form  2 


MACKENZIE  BROS.,  LONDON. 


Goods  Inwards. 


Date  received. 


Purchase  Department. 


Sender's  Name 
Address 


How  consigned 
Received  by 


Condition. 


Description  of  Goods 


Our  Order  No. 


f  Gen.  Order  No._ 
[For  whom 


Entered  in  Goods  Inwards  Book,  folio 


-by 


(Store-keeper.) 


Signature 


For 


Dept. 


(Principal.) 


N.B. — This  Card  must  be  handed  into  the  Office  for  Signature  the 
same  day  as  the  (rood*  arrive. 
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Form  .v>> 


MACKENZIE  BROS.,  LONDON. 

Despatch  Order. 

Date  issued 

Purchase  Department. 

General  Order  No. 

Consignee's  Name 

Full  Goods  Address 

Consign  per 

Carriage 

Particulars  of  Goods. 

Why  despatched 

Parking  Case  Numbers 

Date  despatched                                           Goods  examined  bv 

Entered  in  Goods  Outward 

s  Book  No.                 folio                by 

(Stores  Clerk.) 

Issued  bv 

(Principal.) 

N.B. — This  Card  must  be  returned  to  the  Office,  along  with  the  General 
Order  Card,  immediately  it  is  completed. 

Form  4. —  Wages  Book 
For  Week  Ending. 


Name. 

No. 

Thurs. 

Frkl. 

Sat.          Mon. 

Tues. 

Wed. 

Time. 

Overtime 

Sub.    £   s.  d. 
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Form  5 


Extract  from  Wages  and  Salaries  Books  for  Month  of 


19 


Wages— 
Productive  Workmen 
Labourers     . 
Charge  Hands.     . 


Salaries — 
Store-keepers 

Testers 

Foremen       .... 

Draughtsmen 

Accountants,  Typists,  Clerks 

Managers  (indoor  and  outdoor) 


Principals 


Total  for  Month 


Extracted  by  me  the. 


.     £ 


.day  of  _ 


Signature. 


.19 


Chief  Accountant. 


Form  6 


General  Order. 

Job-Order  Card  (Moulder's) 

Date  of  Issue. 

No. 

Workman's  Name.      Workman's  Number. 

Date  when  Made. 

Number  off. 

Description  of  Castings  Required. 

Number  of  Coreboxes               and               Coreboards  or  Sweeps. 
Pattern  in                Pieces  (say  whether  Wood  or  Iron) 

Estimated  Time. 

Time  Taken. 

Job  Finished. 

Job  not  Finished. 

Foreman's  Initials. 

Mackenzie  Bros. 
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Job  Card 
Instructions  for  filing  in 
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London 


A  Job-Order  Card  is  issued  with  every  pattern,  and  each  Moulder  must  sec  that 
he  has  a  Card  before  he  begins  any  piece  of  work. 

Where  more  than  one  Moulder  is  employed  on  one  piece  of  work,  duplicate 
Cards  will  he  issued  to  each  man  by  the  Foreman. 

It'  moii'  than  one  pattern  is  put  in  one  moulding  box,  the  time  for  the  box  is  to 
be  put  on  one  Card  only,  and  the  other  Cards  tied  to  it.  A  man  must  have  a  Card 
for  each  pattern. 

Where  a  number  of  castings  are  made  in  one  day,  the  number  made  is  to  be 
stated,  and  a  fresh  Card  got  the  next  day. 

This  Card  is  not  to  be  kept  longer  than  one  day,  and  must  be  put  in  the  box 
in  the  Time  Office  when  leaving. 

When  a  job  is  finished,  put  a  X  in  the  space  at  the  foot. 

When  a  job  is  unfinished,  put  a  X  in  place  provided. 


Form  7 


Works  Order  No. 
Date  _ 


Prime  Cost  Card. 


General  Order  No. 
Date^ 


Customer's  Name 
Particulars  of  Order 


Material.     Labour.     Charges. 


Costed  by. 


Date 


Signature 


Worlcs  Manager. 


Ledger  Folio 


Form 


From  MACKENZIE,  BROS.,  Ironfounders,  London. 

M 

Please  Receive 

1 

Any  Inaccuracy  must  be  advised  per  return. 

Cwts. 

Qrs. 

Lbs. 
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Form  9a 


Works  Order 

LONDON 

19_ 

Contract  No. 

No. 



Given  out  to 

Please  put  in  hand  the  work  noted  below,  and  return 
finished,  with  a  statement  of  the  time  and  material  expen 

this  to  the  office 
ded. 

when 

When  required 

Drawings 

Note- 

Patterns 

ied  to  workman. 

-This  sheet 

is  perforated,  torn  out,  and  han 

For vi  9b 


Works  Order 

London. 


Contract  No.                                                                                                     No. 
Given  out  to . 


Prime  Cost. 

Taken  from  returns  on  Orders  and  Time  Sheets  posted  to  Contract  Ledger  No. 

folio ,  or  Invoice  Book  No. folio Buildings  and  Plant 

Ledger  No.  folio 

Drawings  Patterns 

Copy  of  Order. 
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Farm  Book-keeping. — The  purposes  of  book-keeping  are  two  : 
First,  To  set  forth  in  a  plain  and  lucid  manner  a  man's  assets  and 
liabilities.  This  is  done  in  the  Balance-sheet,  and  the  more  graphically 
the  details  are  set  forth  the  greater  the  success  of  the  accountant.  The 
particulars  are  obtained  from  accounts  in  the  Ledger,  wherein  the  whole 
transactions  should  be  properly  recorded  and  correctly  classified,  the  results 
being  ultimately  presented  in  a  condensed  form  in  the  Balance-sheet, — 
partly  directly,  and  partly  through  the  Profit  and  Loss  Account.  Second, 
To  show  clearly  and  distinctly  in  the  books  the  changes  on  a  man's  property. 
Here  again  the  handiwork  of  a  good  accountant  is  seen  if  he  shows 
graphically  the  various  steps  of  the  changes.  In  the  case  of  a  manufacturer, 
the  outcome  from  goods  manufactured  and  the  cost  of  manufacturing  and 
distributing  are  given  in  abstract  form  in  the  Profit  and  Loss  Account, — any 
profits  being  added  to  the  capital,  and  any  losses  deducted.  A  farmer  is  a 
manufacturer,  the  crops  being  the  goods  he  manufactures,  and  the  cost  is 
made  up  of  the  rent  and  rates,  the  labour,  seed,  manure,  market  expenses, 
etc.  He  is  also  entitled  to  set  aside  a  sum  for  his  own  remuneration  before 
he  can  state  what  are  really  his  profits  from  the  farm,  or  in  other  words,  the 
interest  he  earns  on  the  capital  he  has  invested  therein. 

In  the  case  of  most  farmers  the  produce  is  sold  for  cash,  or  the  price  is 
paid  so  soon  after  the  sale  that  a  Memorandum  can  be  kept,  and  when 
received  it  can  be  treated  as  a  cash  sale,  and  entered  as  such  in  the  Cash 
Book.  This  so  far  simplifies  the  book-keeping.  But  there  is  one  difficulty 
in  farm  book-keeping,  and  that  is,  that  there  is  no  date  in  the  year  when 
one  crop  is  realised  before  there  has  been  a  large  expenditure  for  the  next. 
In  manufacturer's  parlance,  the  goods  manufactured  in  one  season  are  not 
cleared  out  of  the  warehouse  until  the  goods  of  the  next  season  are  more 
than  half  manufactured.  This  would  matter  little  if  the  goods  could  be 
measured  and  the  trend  of  prices  accurately  forecast.  But  the  grain  is  in 
the  stackyard,  the  potatoes  in  the  pits,  and  the  bulk  of  the  turnips  in  the 
fields,  when  the  farmer  is  in  full  swing  preparing  for  the  next  year's  crop. 

There  are  two  times  in  the  year  which  seem  most  suitable  for  the 
balancing  of  a  farmer's  books.  One  of  these  is  in  the  end  of  October,  and 
the  other  is  in  the  end  of  June.  At  the  first  of  these  dates  the  bulk  of 
that  year's  crop  is  harvested,  and  not  much  work  is  done  for  the  next  year's 
crop.  If  balancing  at  that  time,  it  is  necessary  to  estimate  the  quantities 
and  probable  prices  of  the  crops  on  hand,  but  accounts  of  the  realisation 
can  be  kept,  and  adjusting  entries  made  when  the  whole  is  disposed  of.  At 
the  second  of  these  dates  generally  the  whole  of  the  previous  year's  crops  is 
disposed  of,  but  the  greater  part  of  the  cost  of  putting  in  the  crop  of  the 
year  has  been  expended,  and  this  has  to  be  reckoned  up.  On  the  whole  the 
end  of  October  seems  the  better  date.  The  farmer  gets  earlier  at  the  results 
approximately  at  least,  of  the  year,  and  the  having  to  estimate  the  crops 
and  prices  tends  to  cultivate  his  powers  of  observation  in  the  field  and 
otherwise. 

John  Smith,  farmer,  West  Mains,  holds  his  farm  of  304  acres  on  a  lease 
commencing  at  Whitsunday  1898,  entering  at  that  term  to  50  acres  of 
young  grass,  and  50  acres  of  turnip  land,  and  4  acres  of  permanent  pasture. 
At  the  separation  of  that  year's  crop  from  the  ground  he  entered  to  the 
remainder  of  the  land,  where  50  acres  had  been  sown  with  wheat,  50  acres 
with  barley,  50  acres  with  oats,  and  50  acres  where  potatoes  had  been 
planted.  His  rent  is  £2  per  acre — that  is  £608.  The  straw  is  steelbow — 
that  is,  it  belongs  to  the  landlord,  and  the  tenant  got  it  free  when  he 
entered  to  the  farm,  being  bound  to  leave  the  straw  of  the  last  year's  crop 
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without  payment  at  the  end  of  his  lease.  He  had  to  pay  at  his  entry  half 
value  for  the  farmyard  manure  on  the  farm,  made  after  the  putting  in  of 
crop  1898,  and  he  is  entitled  to  receive  half  value  for  the  same  on  the  expiry 
of  his  lease. 

In  October  1901  he  resolved  to  keep  his  books  by  "  double  entry,"  and 
on  the  last  day  of  the  month  he  took  stock  of  how  he  stood.  The  words 
"  Double  Entry  "  are  employed  to  indicate  that  each  transaction  is  entered 
in  two  Ledger  accounts.  Every  transaction  is  a  transfer  of  money  or 
money's  worth,  and  as  such  involves  a  giver  and  receiver,  and  requires  an 
entry  in  the  account  that  is  diminished,  and  one  in  the  account  that  is 
increased. 

The  results  of  the  inventory  and  valuation  will  be  found  in  the  detailed 
Balance-sheet  given  on  pages  488  and  489,  the  assets,  as  is  usual,  being 
placed  on  the  right  hand  side,  and  the  liabilities  on  the  left  hand  side. 
The  balance  is  the  capital  invested  in  the  farm. 

John  Smith  has  the  following  employees  on  his  farm  at  the  following 
wages : — 

Steward  at  25s.  per  week  .... 

4  Ploughmen  at  17s.  per  week       .... 

Extra  to  Leading  Ploughman     .... 

2  Orra  Men  at  19s.  and  17s.  respectively — one  to  look  after  sheep 

Groom  at  17s.       . 

2  Boys  at  10s.       ...... 

6  Women  at  10s. 


With  allowance  for  food  in  harvest,  and  extra  pay  to  the  boys  and 
women  in  harvest  and  during  potato-lifting, — each  man  getting  16  cwts. 
potatoes  and  each  worker  8  cwts. 

It  will  be  found  convenient  to  keep  in  a  separate  book  a  record  of  all 
transactions  in  connection  with  the  farm,  such  as  all  animals  or  articles 
sent  away,  and  all  goods,  etc.,  received,  seed  sown  in  the  several  fields, 
calving  of  a  cow,  and  such  like,  with  markings  showing  how  these  are  dealt 
with  in  the  other  books.     This  book  might  be  kept  by  the  farm  steward. 

The  usual  books  employed  in  business  are  as  follows : — (1)  Cash  Book, 
for  recording  all  moneys  received  and  paid,  the  receipts  being  entered  on 
the  debit  or  left  hand  side,  and  the  payments  on  the  credit  or  right  hand 
side.  (2)  Bill  Books :  A  bill  is  an  undertaking  to  pay  a  certain  sum  on  a 
certain  date,  and  until  the  date  of  payment  can  pass  from  hand  to  hand 
by  endorsement,  and  thus  supply  the  place  of  cash.  Bills  are  of  two  sorts : 
those  payable  by  the  manufacturer,  termed  Bills  Payable,  and  those  payable 
to  him,  termed  Bills  Receivable,  and  the  former  are  entered  in  the  Bills 
Payable  Book  and  the  latter  in  the  Bills  Receivable  Book.  Bill  Books  are 
usually  ruled  in  columns  to  give  a  complete  abstract  of  the  Bills.  (3) 
Day  (or  Sales')  Book,  wherein  are  entered  credit  sales — that  is,  sales  for 
which  cash  is  not  received  at  once,  or  within  a  short  time  after  delivery. 
(4)  Invoice  (or  Purchase)  Book,  wherein  are  entered  credit  purchases — that 
is,  purchases  not  paid  for  at  the  time.  (5)  Ledger,  wherein  the  transactions 
contained  in  the  other  books  are  classified  and  arranged,  each  transaction 
being  entered  twice — once  on  the  Dr.  side  of  an  account,  and  again  on  the 
Cr.  side  of  another  account.  It  must  be  kept  in  view  that  the  Cash  Book 
is  essentially  a  part  of  the  Ledger,  so  that  the  entries  in  it  are  only  posted 
once  in  what  is  termed  the  Ledger,  those  on  the  Dr.  side  of  the  Cash  Book  to 
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the  Cr.  side  of  a  Ledger  account,  and  those  on  the  Or.  side  of  the  Cash 
Book  to  the  Dr.  side  of  a  Ledger  account.  (7)  Journal :  formerly  this  book 
was  employed  to  analyse  the  entries  contained  in  the  original  records, 
previous  to  their  being  transferred  to  the  Ledger  accounts,  but  the  books 
containing  the  original  entries  are  now  usually  framed  so  that  the  postings 
can  be  made  from  them  direct  to  the  Ledger  accounts,  and  the  entries  in  the 
Journal  limited  to  original  records  of  all  items  not  entered  in  the  other 
books,  and  transfers  from  one  account  to  another. 

As  already  stated,  most  of  a  farmer's  transactions  are  for  cash,  and  the 
following  books  seem  sufficient  for  recording  his  transactions — (1)  Cash 
Book  for  recording  transactions  where  money  passes;  (2)  Journal  for 
recording  transfers  from  one  account  to  another ;  and  (3)  Ledger.  Should 
the  farmer  grant  bills  for  goods  he  purchases,  as  John  Smith  is  supposed 
to  do  in  some  cases,  he  should  also  keep  a  Bills  Payable  Book,  it  being 
essential  that  he  should  be  able  to  know  at  a  moment's  notice  when  the 
several  bills  become  due,  and  be  prepared  to  meet  them  at  maturity.  John 
Smith's  transactions  for  the  year  to  31st  October  1902  will  be  found  in  the 
Cash  Book,  Journal,  and  Bills  Payable  Book,  in  a  condensed  form,  on  pp. 
489,  492,  and  495. 

Each  account  in  the  Ledger  is  divided  into  two  parts,  the  one  on  the  left 
hand  being  termed  the  debtor  (usually  written  Dr.)  side,  and  the  one  on  the 
right  hand  the  creditor  (usually  written  Cr.)  side.  To  those  unaccustomed 
to  book-keeping  it  is  somewhat  difficult  to  explain  what  may  be  termed  the 
rationale  of  the  entries  in  the  accounts,  but  this  may  be  illustrated  by 
examples.  Thus,  if  John  Smith  received  2  tons  cotton  cake  from  J.  &  A. 
Wightman  (see  Journal,  fol.  1),  he  becomes,  so  far  as  that  transaction  is 
concerned,  their  debtor,  and  they  are  his  creditors,  and  if  he  pays  them 
£9,  10s.  (see  Cash  Book,  fol.  1),  so  far  as  that  transaction  is  concerned  they 
are  his  debtors,  and  he  is  their  creditor.  In  determining  the  effect  of  a 
particular  transaction,  that  transaction  alone  is  to  be  considered,  and  the 
entries  in  the  books  in  connection  with  it  made  without  any  reference  to 
other  transactions — past  or  future.  If  it  be  wanted  to  be  known  how  an 
account  stands  the  two  sides  are  summed  up,  and  the  difference  between  the 
totals  is  termed  its  balance.  If  the  total  on  the  Dr.  side  is  the  greater,  the 
difference  is  termed  a  debit  balance.  If  the  total  on  the  Cr.  side  is  the 
greater,  the  difference  is  termed  a  credit  balance.  When  the  totals  are  alike 
the  account  is  said  to  balance. 

We  would  now  illustrate  the  principle  of  double  entry  by  referring  to  the 
Balance-sheet  and  the  transactions  recorded  in  the  Cash  Book,  Bills  Payable 
Book,  and  Journal,  and  the  transfers  therefrom  to  the  Ledger,  explaining 
where  necessary  a  sample  of  each  kind  of  transaction. 

Balance-Sheet 

The  Balance-sheet  contains  on  the  one  side  John  Smith's  assets,  and  on 
the  other  his  liabilities,  and  the  difference  of  £3240, 18s.,  being  the  excess  of 
the  assets  over  the  liabilities,  is  the  capital  he  has  in  the  farm.  He  opens  an 
account  in  the  Ledger  under  the  title  of  "  Capital  Account,"  which  is  his  own 
account,  and  credits  himself  with  this  sum  of  £3240,  18s. 

He  then  opens  accounts  for  all  his  assets,  wheat,  barley,  T.  Bobertson, 
Bank,  etc.,  and  carries  the  amounts  to  the  debit  of  the  respective  accounts. 
He  treats  wheat,  barley,  etc.,  and  the  like  accounts,  as  persons  entrusted  with 
these  commodities  on  his  behalf,  and  liable  to  account  to  him  for  them. 
He  next  enters  his  liabilities  to  the  credit  of  the  respective  accounts.     This 


FAKM  BOOK-KEEPING  483 

being  done  it  will  be  found  that  the  total  entries  on  each  side  of  the 
Ledger  amount  to  £4557,  8s.,  it  being  always  remembered  that  the  Cash 
Book  forms  part  of  the  Ledger,  and  the  balance  on  it  is  to  be  included. 

The  entries  transferred  from  the  Balance-sheet  to  the  Ledger  accounts, 
which  may  require  explanation,  are  as  follows : — 

,1)   Crops  on  hand £2499    18     0 

These  are  estimated  at  the  value  of  total  crops,  under  deduction  of  sums 
realised.  As  will  be  seen  afterwards,  the  totals  of  crop  1902  are  valued  for 
transfer  to  the  Profit  and  Loss  Account,  and  the  value  of  crop  on  hand  at 
31st  October  1902  at  these  values,  less  the  amount  realised  up  to  that  date, 
as  this  seems  the  most  convenient  method.  The  wheat  might  have  been 
estimated  by  the  quantities  in  the  stacks,  and  the  potatoes  by  the  weight 
per  yard  of  pit,  so  far  at  least  as  they  were  lifted. 

(2)  Expenditure  for  Crop  1902 £38   10     0 

This,  though  not  very  visible,  is  as  much  an  asset  as  cash  in  bank,  at 
least  so  far  as  judiciously  expended.  It  is  divided  between  the  two 
accounts  "  Wages  "  and  "  Horses'  Food,"  as  it  is  desired  to  distinguish  the 
several  items  forming  the  cost  of  "  manufacturing  "  crop  1902. 

(3)  Cost  of  marketing  crop  1901 £212      0     0 

As  crop  1901  is  valued  at  the  full  prices  expected  to  be  realised  for  it, 
the  cost  of  marketing  it  must  be  deducted,  and  this  is  done  by  including  it 
amongst  the  liabilities  John  Smith  has  to  meet.  This  amount  is  also 
divided  between  "  Wages  "  and  "  Horses'  Food,"  and  carried  to  the  credit 
of  these  accounts.  The  effect  of  this  is  to  form  deductions  from  the 
"  Wages  "  and  cost  of  "  Horses'  Food  "  after  31st  October  1901,  and  rightly 
so,  as  (1)  these  are  already  provided  for,  and  (2)  only  the  actual  "Wages" 
and  "  Horses'  Food "  expended  are  wanted  to  be  included  in  the  cost  of 
manufacturing  crop  1902. 

(4)  Bills  payable        .  .  . £500     0     0 

As  bills  pass  by  endorsation,  the  acceptor  does  not  know  to  whom  they 
may  be  payable  when  they  fall  due.  When  a  bill  is  accepted  the  drawer  is 
debited  with  the  amount,  and  "  Bills  Payable  "  Account  credited. 

By  granting  a  bill  John  Smith  only  exchanges  one  form  of  liability  for 
another,  and  the  balance  on  the  "  Bills  Payable  "  Account  represents,  in  the 
aggregate,  the  total  liability  due  under  bills. 

(5)  Tradesmen  (for  current  accounts)    ......  £25      0      0 

This  is  largely  an  estimate  of  the  amounts  due  to  tradesmen  generally. 
The  full  sums  paid  to  tradesmen  are  debited  when  paid,  whether  incurred 
wholly  during  the  year  or  partly  in  the  previous  year,  in  the  Ledger  account 
entitled  "  Tradesmen,"  and  the  above  sum  standing  at  the  credit  of  the 
account  forms  a  deduction  from  the  payments  made  during  the  year  ending 
31st  October  1902,  as  already  provided  for  as  above. 

It  is  found  that  this  is  a  convenient  way  of  treating  liabilities  for 
current  accounts,  where  it  is  difficult  to  get  the  accounts  rendered  to  a 
certain  date. 

Cash  Book 

The  Cash  Book  is  treated  as  having  to  account  for  all  moneys  received, 
and  it  does  so  by  the  payments  made,  leaving  only  the  balance  on  hand  to 
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be  accounted  for.     The  cash  on  hand  at  the  beginning  is  therefore  entered 
on  the  debit  side. 

(6)  1901,  Nov.  6.  To  John  Kobertson £7   10     0 

John  Kobertson  pays  this  and  is  credited  in  his  Ledger  account,  and 
cash  is  debited.  He  was  due  this  amount,  and  this  transaction  balances  his 
account.  This  makes  no  difference  in  John  Smith's  capital.  He  has 
£7,  10s.  more  in  cash,  but  John  Eobertson  is  no  longer  due  him  that 
amount. 

(7)  1901,  Nov.  6.   To  Bank  drawn £15     0     0 

Here  cash  has  to  account  for  other  £15,  and  is  debited  with  it,  and  the 
Bank  is  credited,  the  balance  due  by  the  Bank  being  correspondingly 
reduced. 

(8)  1901,  Nov.  10.— To  Wheat,  J.  Robertson,  for  9  qrs.  .  .  £13   10     0 

John  Robertson  buys  this  for  cash,  so  there  is  no  need  to  enter  the 
transaction  in  his  account.  Cash  is  debited  as  increasing  its  liability  by 
£13,  10s.,  and  Wheat  Account  is  credited  as  accounting  for  so  much  of  the 
wheat  on  hand  at  31st  October  1901. 

(9)  1901,  Nov.  2.— By  Wages £11      7     0 

Cash  is  diminished  by  £11,  7s.,  and  is  therefore  credited.  But  John 
Smith  receives  no  tangible  property  in  exchange,  and  his  assets  are 
apparently  reduced  by  £11,  7s.  The  word  "apparently"  is  used,  for  there 
should  be  something  for  it,  either  work  getting  crop  1901  ready  for  the 
market,  or  expenditure  preparing  for  crop  1902.  Wages  Account  is  debited 
with  the  amount,  and  is  one  of  the  accounts  sometimes  termed  Expense 
Accounts. 

(10)  1901,  Nov.  23.-  By  Bank,  lodged £150     0     0 

Here  the  Bank  is  debited,  increasing  the  amount  it  has  to  account  for, 
and  cash  credited. 

(11)  1901,  Nov.  28.— By  J.  &  A.  Wightman       ....  £52   10     0 

Here  Messrs.  Wightman  are  debited,  and  the  liability  to  them  is 
lessened,  whilst  cash  is  credited.  It  will  be  noticed  that  a  cheque  for 
£52,  10s.  was  drawn  on  the  same  day.  This  was  handed-  to  Messrs. 
Wightman  in  lieu  of  cash,  and  the  transaction  might  have  been  passed 
through  the  Journal  as  a  transfer  between  the  Bank  Account  and  Messrs. 
Wightman's  Account.  It  is,  however,  usual  and  found  most  convenient  to 
pass  all  Bank  transactions  through  the  Cash  Book. 

(12)  1901,  Nov.  30. — John  Smith,  for  personal  and  household  expenses  £27    10     0 

This  consists  of  sums  withdrawn  from  the  farm.  To  keep  the  Capital 
Account  clear  of  details,  and  to  show  at  a  glance  the  farmer's  private 
expenditure,  such  items  are  carried,  not  to  the  Capital  Account,  but  to  a 
separate  or  second  account  for  the  farmer,  entitled  "  John  Smith,  Drawings 
Account."  The  balance  on  this  latter  account  at  the  time  of  balancing  is 
carried  in  a  slump  sum  to  "  Capital  Account." 

(13)  1902,  Oct,  31.— By  J.  Shaw  &  Co £350     0     0 

„    Interest  paid  them  for  four  months  on 

£100  in  bill  taken  in  lieu  of  cash      .  2     0     0 
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John  Smith  buys  fifty  cattle  from  J.  Shaw  &  Co.  for  £450.  Not 
wishing  to  run  the  risk  of  overdrawing  his  Bank  account,  he  arranges  to 
pay  them  £350  in  cash,  and  give  them  a  bill  for  the  balance.  For  this  he 
pays  them  interest  at  6  per  cent  on  the  £100.  To  show  clearly  the 
whole  transaction,  J.  Shaw  &  Co.  are  credited  through  the  Journal  with  the 
whole  £450,  and  debited  with  £350  through  the  Cash  Book,  and  with  £100 
through  the  "Bills  Payable "  Book,  Bills  Payable  Account  being  credited 
with  £100. 

Journal 

With  reference  to  the  Journal  (or  Transfer  Book)  we  have  departed 
from  the  usual  form,  which  to  those  unaccustomed  to  book-keeping  is 
perplexing,  and  have  adopted  the  form  where  it  is  kept  like  a  Ledger 
Account,  marking  on  the  Dr.  side  the  accounts  wherein  the  transfer  entries 
are  to  be  debited,  and  on  the  Cr.  side  the  accounts  in  which  they  are  to  be 
credited. 

(14)  1901,  Nov.  30.— Seed  Account,  for  9  qrs.  wheat  for  seed       .  £12      3     0 

Here  Seed  Account,  crop  1902,  is  treated  as  a  purchaser,  and  is  therefore 
debited  with  the  transaction,  whilst  Wheat,  crop  1901,  is  credited  as  if  the 
wheat  had  been  sold. 

(15)  1901,  Nov.  30.— G.  Benson,  for  30  acres  potatoes  at  £22      .        £660     0     0 

G.  Benson  purchases  these  potatoes  by  the  acre,  and  pays  for  them  by 
instalments.  He  is  therefore  debited  with  the  price,  and  potatoes  credited. 
Benson  becomes  owner  of  the  potatoes  from  the  date  of  the  sale,  subject  to 
any  special  conditions  that  may  be  made,  regarding  the  payment  of  price 
or  marketing  them  in  proper  time.  It  is  expedient  to  have  a  formal 
contract  in  such  sales,  whereby  the  farmer  retains  right  to  sell  the  potatoes, 
should  the  potato  merchant  fail  to  dispose  of  them  in  the  proper  season,  the 
farmer  accounting  in  such  case  to  the  merchant  for  the  proceeds,  and  reserv- 
ing right  to  claim  for  any  shortcoming.  The  merchant  might  fail  to 
implement  his  bargain,  especially  in  a  falling  market,  and  he  were  finan- 
cially weak,  and  the  farmer  in  default  of  such  conditions  might  be  unable 
to  dispose  of  the  potatoes  timeously,  and  thus  lessen  his  loss  as  much  as 
possible. 

(16)  1902,  April  30. — Cattle,  G.  Benson,  for  30  tons  refuse  potatoes  at 

20s £30     0     0 

Among  the  potatoes  purchased  by  G.  Benson  by  the  acre  were  30  tons 
chats,  or  small  and  damaged  potatoes.  These  John  Smith  took  back  from 
him,  and  fed  them  to  his  cattle.  Cattle  Account  is  therefore  debited,  and 
(i.  Benson  credited  with  the  value. 

(17)  1902,  Oct.  31. — Sheep,  for  grazing  on  50  acres  young  grass  sown 

1902 £15      0     0 


The  grass  seeds  for  crop  1903  are  sown  with  a  grain  crop  in  1902,  and 
the  lambs  were  put  on  the  young  seeds  in  the  autumn  of  1902.  Sheep 
Account  is  therefore  debited  with  the  value  of  the  grazing,  and  Grass  crop 
1903  is  credited,  with  the  result  that  the  value  appears  at  the  date  of 
balancing  as  a  liability.  This  seems  at  first  sight  anomalous,  until  it  is 
considered  that  nothing  being  charged  as  yet  for  "  manufacturing  "  crop 
1903,  one  cannot  include  any  receipt  from  it  among  the  profits. 


486  FARM  BOOK-KEEPING 

(18)   1902,  Oct.  31. — Crop  1901,  for  amounts  realised  in  excess  of  valuations  at 
31st  October  1901  ....        £134      7     9 

Crop   1901,  for  valuation  at  31st   October 

1901  in  excess  of  amount  realised  for  sale  29   16     6 


Net  excess        ....        £104  11     3 

The  above  sum  of  £104  :  11  :  3  is  an  addition  to  the  returns  from  crop 
1901,  and  might  be  transferred  to  the  Profit  and  Loss  Account.  But  as  it 
is  desirable  to  distinguish  the  profits  or  losses  of  each  crop,  it  is  better  to 
transfer  the  above  amounts  direct  to  the  Capital  Account,  instead  of 
indirectly  to  it  through  the  Profit  and  Loss  Account.  The  accounts  for 
crop  1902  will  be  treated  in  like  manner,  and  the  estimated  values,  carried 
at  the  date  of  balancing  to  Profit  and  Loss  Account,  adjusted  after  the  crops 
are  realised. 

(19)   1902,  Oct.  31. — Unexhausted  Improvements — 

Cattle £30  0  0 

Sheep 7  0  0 

Manure 40  0  0 


These  are  for  the  manurial  value  of  feeding  stuffs  used  and  the 
unexhausted  value  of  manure  applied  during  the  year.  The  several 
accounts  for  "  Cattle,"  "  Sheep,"  and  "  Manure  "  fall  to  be  credited  with 
these  values — in  other  words,  to  have  the  values  deducted  from  the  cost  of 
the  feeding  stuffs  in  the  case  of  cattle  and  sheep,  and  from  the  manures 
applied  to  crop  1902  in  the  case  of  Manure  Account.  John  Smith  will  then 
estimate  his  claim  for  such  values  as  if  leaving  his  farm  at  the  date  of 
balancing,  and  deduct  the  amount  from  the  total  sum  standing  on  the 
account  by  crediting  it.  The  sum  is  carried  down  as  available  for  future 
crops,  and  the  balance  is  then  carried  to  the  debit  of  Manure  Account,  and 
included  amongst  the  expenditure  for  crop  1902. 

(20)  Capital  Account,  John  Smith,  for  drawings  during  year  .     £212     0     0 

This  is  for  the  farmer's  private  expenditure,  and  has  nothing  to  do  with 
the  profits  of  the  farm.  It  diminishes  his  capital,  and  is  therefore  debited 
the  Capital  Account,  forming  a  diminution  of  the  capital. 

(21)  1902,  Oct.  31.— Wheat,  1902,  50  acres  ....      £280     0     0 

This  is  the  estimated  value  of  one  class  of  the  manufactured  materials, 
subject  to  the  cost  of  thrashing  and  marketing  it.  The  cost  of  manu- 
facturing— rent,  labour,  manure,  etc. — has  been  charged,  and  now  this  falls 
to  be  merged  in  the  value  of  the  articles  manufactured. 

The  value  of  the  various  crops  are  transferred  to  the  credit  of  the  Profit 
and  Loss  Account,  and  the  cost  of  manufacturing  to  the  debit,  and  the 
balance  on  the  account  is  transferred  to  the  Capital  Account.  If  the  credit 
side  is  the  larger  the  balance  is  the  profit  for  the  crop,  and  is  added  to  the 
capital,  whilst  if  the  debit  side  is  the  larger,  there  has  been  a  loss,  and 
the  balance  is  debited  the  Capital  Account,  forming  a  deduction  from  the 
capital. 

There  are  also  some  smaller  balances  transferred  to  the  credit  of  Pro  tit 
and  Loss  Account,  principally  from  the  "  Dairy  "  and  "  Poultry."  The 
milking  of  the  cows,  etc.,  and  the  care  of  the  poultry  are  usually  attended 
to  by  the  farmer's  domestic  servants,  whose  wages  are  not  charged  to  the 
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farm.     Strictly  speaking,  a  proportion  of  these  wages  should  be  charged  the 
dairy  and  poultry,  and  credited  John  Smith  in  his  Drawings  Account. 

(22)   1902,  Oct.    31. — Profit    and    Loss    Account,  depreciation    on 

horses  ......       £55   '  0     0 


This  and  the  following  ten  entries  are  transfers  from  the  various 
expense  accounts,  and  represent  the  cost  of  manufacturing  the  crop. 

Ledger  Accounts 

(23)  Turnips,  Crop  1901. 

John  Smith  is  bound  to  consume  the  turnips  on  the  farm  by  stock,  and 
to  do  so  he  requires  to  purchase  cattle  and  sheep.  The  question  arises  how 
he  is  to  treat  this  account.  The  most  logical  way  seems  to  be  to  treat  the 
cattle  and  sheep  as  necessary  expenditure  for  realising  the  crop,  and  one 
way  to  do  this  would  be  to  debit  all  charges  for  sheep  and  cattle  to  the 
account  and  to  credit  all  receipts.  It  is  better,  however,  to  have  separate 
accounts  for  cattle  and  sheep,  showing  the  returns  from  each  of  these,  and 
transfer  the  balances  to  the  Turnip  Account.  It  will  be  seen  that  feeding 
stuffs  purchased  for  the  cattle  and  sheep  are  debited  the  respective  accounts 
for  these. 

(24)  Sheep  (second)  Account. 

The  foggage  and  the  young  grass  are  here  valued  and  debited  to  the 
Sheep  Account,  the  value  of  these  forming  a  small  proportion  of  the  whole 
value  of  the  grass  crops.  The  lambs  could  be  valued  when  put  on  turnips 
in  1902,  and  the  increase  in  value  divided  between  the  two  grass  crops,  like 
as  was  done  in  the  first  account. 

(25)  Implements. 

As  a  rule  only  additional  implements  should  be  added  to  the  value  at 
the  end  of  the  year  before  depreciation  is  written  off,  and  any  renewals  and 
repairs  included  in  the  sum  transferred  as  expenses  to  Profit  and  Loss 
Account. 
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After  posting  the  items  in  the  Cash  Book,  Bills  Payable  Book,  and  the 
Journal,  up  to  the  transfers  to  the  Profit  &  Loss  Account,  a  Trial  Balance 
(see  page  514)  is  made  out  containing  the  totals  of  all  the  Dr.  entries  and 
all  the  Cr.  entries  in  Ledger.  The  totals  of  the  two  sides,  if  the  entries  are 
correctly  posted,  should  agree.  The  totals  of  the  Dr.  and  Cr.  columns  agree 
with  the  totals  of  the  Balance-Sheet,  Cash  Book,  Journal,  and  Bill  Book, 
and  this  is  a  further  test  of  the  correctness  of  the  book-keeping.     Thus — 


£4557    8    0 


The  summations  of  the   Dr.   side  of  the   Ledger  accounts 
amount  to         ......  . 

And  these  are  made  up  of  the  following  figures  : — 
Total  of  assets  in  Balance-sheet  as  at  31st 
October  1901  .... 

Less  cash  on  hand  not  transferred  to  a 
Ledger  account  .... 


Totals  of  Cr.  side  of  Cash  Book 
Totals  of  Dr.  side  of  Journal  . 
Total  of  Bill  Book 


15 

0 

0 

£4542 

8 

0 

7018 

8 

5 

2500 

19 

0 

100 

0 

0 

The  summations  of  the   Cr.   side  of  the  Ledger  accounts 
amount  to  ......  . 

Made  up  as  follows  : — 

Total  of  liabilities,  including  capital  in 

Balance-sheet  as  at  31st  October  1901         .       £4557     8     0 
Summation  of  Dr.  side  of  cash 
book     ....    £7039     2     6 

Less  balance  as  at  31st  Oct. 
1901  not  transferred  to 
a  Ledger  account  .  15     0    0 


Totals  of  Cr.  side  of  Journal 
Totals  of  Bill  Book 


7024    2 

2500  19 

100    0 


£14,161  15     5 


As  above        £14,161  15    5 


£14,182     9     6 


As  above         £14,182     9     6 


If  the  Ledger  accounts  had  not  balanced  the  side  on  which  the 
mistake  occurred  would  have  been  discovered  by  any  discrepancy  in  the 
above  figures,  and  the  checking  of  the  posting  would  have  been  restricted 
to  that  side  of  the  Ledger. 

John  Smith  then  proceeds  to  post  in  his  Ledger  the  estimated  values 
of  his  crops  for  1902,  and  debits  these  through  the  Journal  in  the  respective 
crop  accounts,  and  credits  the  Profit  &  Loss  Account.  He  then  transfers 
to  the  Profit  &  Loss  Account  (debiting  it)  the  expenses  of  manufacturing 
the  crop,  crediting  the  several  expense  accounts  with  the  sums  so  trans- 
ferred, all  as  shown  in  the  specimen  accounts  in  the  Ledger  and  the 
Journal  entries.  From  the  balances  left  on  the  Ledger  accounts,  getting 
the  details  from  his  valuation  or  the  Journal,  he  then  frames  a  Balance- 
sheet  as  at  31st  October  1902  (see  pages  516,  517),  the  balance  on  which 
agrees  with  the  balance  on  the  Capital  Account  Ledger,  folio  1. 

The  foregoing  is  an  attempt  to  explain  simply  the  general  principles 
of  book-keeping,  with  illustrations  taken  from  representative  transactions 
of  an  East  Lothian  farmer,  but  adapting  the  accounts  to  show  the  profit 
or  loss  from  each  year's  crop,  and  the  books,  if  not  so  elaborate,  are  on  the 
same  lines  as  the  books  kept  by  a  manufacturer  in  his  counting-house. 
Most  manufacturers  have,  however,  other  books,  termed  "  Cost  Books,"  in 
vol.  ii  33 
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which  they  endeavour  with  more  or  less  success  to  find  the  cost  of  each 
article  they  manufacture.  A  farmer  should  endeavour  to  do  the  same. 
It  is  difficult  for  him  to  do  this.  The  articles  he  manufactures  take  a 
year  in  the  making,  and  thus  the  gaining  of  experience  is  a  long  process. 
The  varying  seasons  also  affect  the  different  crops  in  various  ways.  One 
crop,  which  does  not  apparently  pay  so  well,  may  be  more  advantageous 
for  the  next  crop  than  one  which  seems  to  be  more  profitable.  Still,  with- 
out some  analysis  of  his  transactions,  he  can  have  only  a  very  general  idea 
which  crops  pay  him  best  to  grow,  or  rather  what  system  of  cropping  is 
most  advantageous  for  him  on  his  special  farm.  If,  however,  a  farmer 
grasps  the  general  principles  of  book-keeping,  he  can  readily  analyse  the 
accounts  as  given  on  previous  pages,  so  as  to  get  at  the  costs  of  the  various 
crops. 

There  is  one  item  sometimes  not  sufficiently  taken  into  account  by 
manufacturers  in  costing  their  goods,  and  that  is  broken  time.  This  is  a 
matter  well  worth  a  farmer's  consideration.  The  cost  of  ploughing  is  very 
generally  estimated  at  12s.  to  14s.  an  acre,  whilst  a  former  East  Lothian 
farmer,  who  yearly  prepared  a  Profit  &  Loss  Account,  used  to  estimate 
it  at  18s.  per  acre.  This  is  a  question  which  crops  up  when  work  is  done 
by  an  outgoing  tenant  for  an  incoming  tenant.  Sometimes  an  outgoing 
tenant  retains  the  workers  after  Martinmas,  paying  them  their  wages,  and 
charging  the  incoming  tenant  for  any  work  done  by  them  for  him  at  the 
wages  for  the  actual  time  employed.  It  is  possible  he  makes  a  very  bad 
bargain  in  doing  this,  as  any  broken  time,  or  any  time  spent  in  what  is 
not  really  effective  work,  is  paid  for  by  him. 

Trial  Balance  as  at  31st  October  1902. 


Capital 

Wheat,  Crop  1901 
„     1902 
Barley,  Crop  1901 
„      1902 
Oats,  Crop      1901 
„         1902 
Grass,  Crop    1901 
„        1902 
„        1903 
Potatoes,  Crop  1901 
„      1902 
Turnips,  Crop  1901 
Cattle 
Sheep 

Do. 
Dairy 


Poultry 

Horses 

Implements 

Farmyard  Manure 

Rent 

Taxes  and  Insurance 


Dr. 

Cr 

£241 

16 

6 

£3,375 

5 

9 

191 

9 

0 

191 

9 

0 

45 

0 

0 

344 

0 

0 

344 

0 

0 

54 

0 

0 

30V 

8 

0 

307 

8 

0 

23 

0 

0 

412 

17 

6 

412 

17 

6 

158 

17 

6 

15 

0 

0 

1,024 

0 

0 

1,024 

0 

0 

354 

11 

3 

354 

11 

3 

1,444 

0 

0 

972 

0 

0 

308 

10 

0 

308 

10 

0 

237 

0 

0 

42 

0 

0 

39 

15 

0 

39 

10 

0 

36 

16 

0 

17 

11 

0 

52 

7 

8 

500 

0 

0 

483 

1 

0 

35 

0 

0 

608 

0 

0 

512 

0 

o 

37 

10 

0 

15 

0 

0 

715 

11 

5 

155 

0 

0 

Carried  forward 


£7343   15     8       £8396   17     6 
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Brought  forward 
Manure         .... 

Seed 

Tradesmen    .... 
Miscellaneous  Expenses 
Horses'  Food 

Unexhausted  Improvements  . 
Interest         .... 

Bank 

Bank  Deposit  Account    . 

John  Smith,  Drawings  Account 

John  Robertson 

J.  &  A.  Wightman 

George  Benson 

J.  Shaw  &  Co.       . 

Bills  Payable 


Cash  Book 


£7343 

15 

8 

£8396 

17 

6 

296 

10 

0 

40 

0 

0 

215 

16 

6 

83 

0 

0 

25 

0 

0 

32 

0 

0 

388 

11 

3 

57 

0 

0 

162 

0 

0 

72 

0 

0 

2 

0 

0 

4 

17 

0 

2,571 

12 

0 

2,420 

5 

0 

1,175 

0 

0 

1,175 

0 

0 

212 

0 

0 

212 

0 

0 

7 

10 

0 

7 

10 

0 

62 

0 

0 

62 

0 

0 

660 

0 

0 

660 

0 

0 

450 

0 

0 

450 

0 

0 

500 

0 

0 

600 

0 

0 

£14,161   15 

7,039      2 


5  £14,182 

6  7,018 


£21,200   17   11    £21,200   17    11 
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